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AGGREGATE ECONOMIC DATA 


NINGXIA'S ECONOMIC ACHIEVEMENTS IN 198% REVIEWED 
Yinchuan NINGXIA RIBAO in Chinese 1 Feb 84 p 1 


[Article by Jin Shuzhong [0053 2885 1813]: “All Regional Undertakings 
Score Great Achievements" ] 


[Text] According to the departments concerned, in 1983 under the leader- 
ship of the regional CPC committee and government, the broad masses of 
cadres and people on all fronts of the Ningxii Autonomous Region 
conscientiously implemented party lines, principles and policies; 
displayed their relentless revolutionary spirit; worked hard; and scored 
great achievements in all construction undertakings. 


1. In 1983 the total industrial and agricultural output value of the region 
was 2.46 billion yuan, signifying a 12.3 percent increase. This surpassed 
the 4 percent increase target set in the state "Sixth 5-year Plan,” ful- 
filled 95 percent of the targets set in the region's "Sixth 5-year Plan" 

and laid a foundation for fulfilling ahead of time all the targets set 

in our region's "Sixth 5-year Plan." 


Agricultural production in the region made a giant step forward. Total 
annual grain output reached 2.9 billion jin, a 21.3 percent increase over 
1982. This is an all-time high. 


3. The industrial production departments of the region vigorously reduced 
deficits, increased profits and consolidated enterprises, thereby improving 
the quality and economic results of enterprises and realizing an increase 

in both the growth rate and economic results. Total industrial output value 
was 1.61 billion, a 13.3 percent increase over 1982. 


4. The local revenue departments of the region witnessed a good situation 
rarely seen in recent years. They had a net increase of 27 million yuan 
in 1983, a 19 percent increase over 1982. 


5. The people of all nationalities throughout the region made great 
efforts to plant trees and grass. In 1983, 620,000 mu of land was afforested. 
On the average, each person planted 7 trees on a voluntary basis. Over 
379,000 mu of land was planted in grass. On the average, each peasant had 
2.8 fen of grassland. 








6. The standards of living have markedly improved. In 1983, the total 
value of social commodity retail sales in the region increased 12.7 percen 
compared with the 1982 figure, 2.7 percent higher than the national average 
increase. The perOcapita savings deposit in the urban and rural areas 

was 111.8 yuan, a 3.3 percent increase over that of 1982 and higher than 
the national level of per-capital savings deposits. The number of persons 
supported by each working person declined from 2.05 in 1982 to 1.93 in 1983. 
The per-capita living space in the urban and rural areas increased 0.83 
Square meters compared to that of 1982. 


7. The education undertakings of the region had a relatively great 
development. In 1983, the number of institutions of higher learning 
increased from three to six. The Ningxia Institute of Engineering begag 
to enroll students in 1983. Guyuan Teachers School and Yinchuan Teachers 
Schoo] were changed, respectively, to the Guyuan Nomnal Vocational School 
and the Yinchuah Normal Vocational School. The number of students at 
institutions of higher learning in 1983 increased by 500 over the 1982 
figure. 


8. By dealing severe blows to violations of economic discipline and 
criminal activities, the social practice and public security of the region 
improved markedly, and the crime rate dropped substantially. 


9. The Ningxia Broadcasting and Television Production Center, with a floor 
space of about 1,000 square kilometers, was completed and commissioned. 


10. The principal part of the Guhai Pumping Station construction project 
was virtually completed and began benefiting some areas long afflicted 
by droughts. 
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ECONOMIC MANAGEMENT 


REVERSAL OF ENTERPRISE LOSSES DISCUSSED 
Beijing GONGREN RIBAO in Chinese 13 Nov 83 p 1 


[Article by Ye De-ben [0673 1795 2609] and Wang Ying-ming [3769 5391 2494]: 
"Grasp a Problem and Change It, Do Not Let Go until It Is Changed") 


[Text] On October 6, during a discussion by 2 vice-chairman of the Economics 
Committee of Jilin Province on the raising of economic efficiency, two com- 
rades from \uaide County rushed in excitedly to report: as of the end of 
September, their county had reversed its enterprise losses. This makes the 
third deficit-free enterprise county in Jilin Province, after Jian and Fuyu 
Counties. This exciting news naturally brings us to the topic of reversing 
losses. This vice-chairman told us that in the past, Jilin Province's 
enterprise losses were notorious throughout the country. Since 1972, 
accumulated losses were 1,76 billion yuan, on average taking up 26.3 percent 
of annual enterprise profits. In 1982, there was a turn for the better when 
the total amount of losses fell to eighth highest in the nation, but the 
percentage of profits taken up by losses still led the nation. The leadership 
comrades of the provincial committee and government have conscientiously 
analyzed the entire province's economic situation, summarized historical and 
practical lessons, encouraged the responsible comrades in each department to 
go to the unprofitable enterprises to investigate the actual situation and 
discovered that in the existing unprofitable enterprises, approximately 70 
percent were unprofitable because of poor management and administration. For 
example, Changchun Number One Radio Factory had had losses of almost one 
million yuan and chaotic administration led to quality problems, with recal] 
costs on pocket-sized radios and televisions reaching 450,000 yuan, and losses 
due to price cutting totalling 680,000 yuan. In the latter half of last year, 
the provincial government aggressively took charge of the reorganization and 
regulation of 189 priority unprofitable enterprises, obtaining clear results. 
In May of this year, the provincial government formulated the "Jilin Province 
Plan for Reversing Industrial Enterprise Losses," and after submitting it to 
the All-Province Working Conference on Industry and Communication for 
discussion, a directive was issued on June 1l requiring every area and every 
department to "on the basis of the requirements of the p'an, on an enterprise 
by enterprise basis, and in a practical manner, formulate methods and ensure 
on-schedule implementation." Four hundred ninety-seven industrial enterprises 
included in the plan for reversing losses adopted measures based on their 
respective conditions and achieved the goal of making up or reducing losses. 








Among these, in 1983 50 enterprises were closed down, there were five which 
stopped production for reorganizatior and of the 263 enterprises which turned 
a profit within the time limit, 124 made up losses by the end of 1984 [as 
published]. Under this plan, by the end of the year losses for the whole 
province can be held to 100 million yuan, 44 percent lower than last year. 

In the first nine months of this year, enterprises making up losses for the 
year already numbered 238, with profits net of losses exceeding 70 million 
yuan. 


Every area and department has taken immediate action to organize personnel 

in carrying out an enterprise by enterprise investigation and analysis, and 
to respectively adopt concrete and forceful measures. Jilin Municipality 

has established 2an Enterprise Losses Advisory Group, with the mayor and 
vice-mayor in charge of industrial production assuming the chairmanship and 
vice-chairmanship respectively. Seventy-five experts--engineers, accountants, 
Statisticians, economists, etc.--were transferred from various organizations 
and after a short period of training, at the beginning of May they were 
divided into tw.) groups and went to the unprofitable enterprises tc carry out 
a "diagnosis." Advisory personnel got together with factory leaders and 
relevant personnel and carried out a comprehensive investigation and study; 
carefully calculated itemized accounts and comprehensively analyzed the 
balancing of general accounts; pointed out convincingly the crux of *he prob- 
lem of unprofitability; and proposed concrete and forceful methods for making 
up losses. The Municipal Radio Component Factory was originally a profitable 
enterprise, but in 1980 it merged with another factory to form a new company 
and experienced perennial losses, with last year's losses equalling 680,000 
yuan. This year, losses over the period from January to March vere close to 
200,000 yuan. The advisory group went to the factory to give a "diagnosis" 
and noted more than 20 items, made over 100 suggestions, and pointed out that 
the external reasons for losses were improper administrative interference and 
an unnecessary and uncontrolled merger. However, major reasons included poor 
management and administration of the enterprises, and the fact that some 
investment for technological restructuring items was already made but the work 
was not completed on time, causing goods to be of poor quality and unmarket- 
able. Originally, the leadership groups emphasized that there were many 
objective reasons for the losses, but after "diagnosis" they admitted the 
subjective reasons. After the advisory group left the factory, the factory 
greatly increased the quality of its goods within 60 days of adopting the 
advisory group's suggestions, and when the goods hit the Shanghai market, 
demand exceeded supply. By the end of September, net profit was 240,000 
yuan. In the past few months, the Jilin Municipality Enterprise Advisory 
Group has already completed advisory work for the Municipal Pottery and Porce- 
lain Factory, the Municipal Number One Shoe Factory, the Municipal Fadio 
Component Factory, Mumicipal Glass Factory and the Municipal Jiuzhan Paper 
Factory. This year, these five factories originally had planned losses of 
1.05 million yuan (the amount contracted at the beginning of the year), but 
after advice, not only could they require that no losses occur, but that 
profits of 700,000 be realized. By the end of August, these 5 factories 

had already made up losses and even had profits of over 80,000 yuan. The 
fame of the Unprofitable Enterprise Advisory Group's “miraculous cure" has 
already spread among the laborers throughout the city, causing the touching 








scene of a crush of invitations by unprofitable enterprises to the Advisory 
Group to quickly come to their factories. 


All levels of leadership cadres in Jilin Province are personally involved in 
the work of making up losses and doing a thorough job. There are 65 enter- 
prises in the Tonghua region invoived in the plan tor reversing losses, of 
which twelve have already been closed down. Of the remaining 53, there have 
been more than 20 for which county magistrates and vice-magistrates have 
personnally gone into the factories to impiement the plans for reversing 
losses. The entire region also transferred 66 cadres, organized more than 20 
work groups and sent them to the unprofitable enterprises to gain experience 
and begin the work of reversing losses. Among these people were the county 
magistrate, 10 Economic Commitcee Chairmen, a bureau chief and 28 section 
chiefs. On the issue of going to the enterprises to gain practical exper- 
ience, this region adopted the method of “rewards and penalties according to 
each factory, and do not give up until there is change." This gave the 
visiting cadres and the enterprise leaders and masses the feeling of being in 
the same boat. The vice-director of the region's Working Conference told us: 
vice-chairman of Tonghua Couaty's Economic Committee, Wang Yi, is an expert 
at loss reversal. In the same year he went to Baishan Medicine Factory, 
losses were turned to profits. This year, he went to the unprofitable County 
Oil Valve Factory, and in litt’e more than half a year, losses were reversed. 
When talking to us about the changes at the Valve Factory, it was as if 
Comrade Wang Yi were talking about his own affairs, everything was so clear. 
This factory was the province's target fractory for production of diesel and 
machine oil valves, and since 1970 when it came into operation, it registered 
losses during sever years and slight profits during five years. In 1981, 
losses were 260,000 yuan; in 1982 440,000 yuan; and in the first two months 
of this year, losses from production halts were 90,009 yuan, with laborers on 
leave at 70 percent of wages. The factory was on the brink of closing down. 
Many people said that the efforts to save it were futile and that the factory 
could not be saved. But Wang Yi and another comrade went to the factory in 
the middle of February of this year and after investigation and analysis, 
felt that what this factory had was not “cancer,” but a “benign tumor" and 
could be cured! The crux of the problem was that the factory leadership group 
were bent double under the burden of perennial losses, ahd had lost their 
spirit, management and administration had become chaotic, quaiity was 
deficient, and the products could not be sold. They thereupon took firm hold 
of the group, proposed the requirements of “liberating ideology, shoring up 
spirits, strengthening solidarity and creating a breakthrough,” and finally 
caused most people to regain confidence. After reorganization by the end of 
September, losses were turned to profits. Recently, Tonghua Region's admin- 
istrative offices have issued citations, commendations and material rewards 
to enterprise leaders contributing to the reversal of losses, increase in 
profits and reduction of losses. Of these leaders, 6 cadres from the level 
of vice-manager and up at the Tonghua County Oil Valve Factory each received 
a one-time bonus of 80 yuan. The upper-level factory cadres in Tonghua 
Region's Industry and Communications front are all determined to reverse 
losses, increase economic efficiency and make a greater contribution, just 
like Comrade Wang Yi. This spirit of theirs is. in the words of the 
Provincial Governnor Zhao Xiu, "Grasp the problem and change it, don't let 

go until you're successful!: 
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ECONOMIC MANACEMENT 


TEN RESOLUTIONS ON ENTERPRISE LOSS REVERSAL DISCUSSED 
Beijing GONGREN RIBAO in Chinese 14 Nov 83, p l 


[Article by Ye De-ben: “Loss Reversal Can Be Benefited only through Increased 
Pressure and Added Vitality") 


[Text] We have been gathering material in Jilin Municipality, and the 
material supplied by the Municipal Eccnomic Committee shows that the economic 
results achieved by the municipality are cause for elation: This year, from 
January to September, the over1ll industrial output value increased by 12 
percent over the same period last year, and profits increased by 54.5 percent. 
By the end of September, the municipality as a whole cut losses by a total of 
11.2 million yuan, accounting for 32 percent of the amount of increased 
profits this year. As for unprofitable enterprises, the number was reduced 
from 45.5 percent of all enterprises at the end of last year, to 17.7 percent. 
How could such clear results be achieved in such a short period of time? 
The comrades we contacted all answered in unison: The policy for loss 
reversal formulated by the province and municipality is geod! Not until it 
increased the pressure on the enterprises and also increased their vitality 
could the reversal of losses truly be benefited. 


On 12 January of this year, the Jilin municipal government convened a meeting 
of all industrial enterprise leader-cadres. At the meeting, Mayor Wang 
Yun-kun proclaimed 10 resolutions regarding further reversing of losses and 
increasing of profits by local state-run enterprises. The speech had a very 
great influence on the meeting. Once these 10 resolutions were publicized 
and everyone had heard that those unable to reverse losses within the time 
limit would be immediately removed from office and that those in closed down 
enterprises would only receive 80 percent of the standard wage, they all 
began to discuss the issue and the whole meeting turned into something 
resembling a seething cauldron. The general Party branch secretary of the 
Municipal Metallurgical Equipment Factory, Liu Wan-ku couldn't contain him- 
self he was so upset. That factory's history and present situation raced 
through his mind like a movie: This factory developed from a small steel 
factory, successively become and pot and pan factory, 4 foundry, universal 
machine works and metallurgical equipment factory. Since the 1950s, this 
factory has on average had some problem every 3 years; in the past 5 years 


alone, its juridsctional relationship has changed 3 times. Every time there 
was a change, the factory's personnel and equipment and even the main products 


6 








were in a state of flux, so that aside from the present production of steel 
pots, the factory has no main products. In 1981, losses were 400,000 yuan; 
in 1982, losses were 200,000 yuan and caused much public distress. "One 
works so hard and the factory ends up in such a state, who should get the 
blame after all?" Old Liu got angrier and angrier, and as soon as the 
meeting ended he went to Mayor Wang to complain. In speaking, this tough 
old guy broke into tears. Mayor Wang pointed out patiently: "When there 
are losses at a factory, of course there are objective reasons, but the 
subjective reasons can not be overlooked." Continuing, he enumerated the 
manifestations of the factory's poor management and administration. Mayor 
Wang's words set Old Liu's mind at ease. Mayor Wang patiently set him 
straight: the municipal government's 10 resolutions do put more of the burden 
squarely on your shoulders, but they also give you freedom for initiatives 
and have also given you quite a few good suggestions...." Old Liu listened 
and his mind was set at ease. He shook Mayor Wang's hand firmly and reso- 
lutely said: "Don't worry, I and all the workers in the factory will put 
these resolutions into effect and no matter what, we will make up the losses 
before the end of the year!" 


Liu Wan-ku returned to the factory and relayed the municipal government's 

10 resolutions on reversing losses to all the workers and staff. He said: 
"This is the year we fight with our backs to the wall. That we would lose 
our jobs if we can not reverse these losses is a small matter. What is 
important is that the factory would be closed down. How would we then make 

a contribution to the nation? How would everyone get along? We must rely on 
ourselves to reverse losses. I have steeled myself. It must be done; how 
about everyone else?" At this crucial point, everyone in the factory realized 
that this time it was for real, that the fate of the enterprise and the future 
of each individual were interrelated, and that one can not eat if one does 

not work. Everyone was suddenly of one mind as never before, and the energy 
built up had never been so great. Old Liu was secretly happy: the Party's 
policy was really good! 


Common interest causes the masses to demand that the cadres have real ability 
and that they sincerely and honestly lead everyone in this effort. The cadres 
demand that the masses make an effort and unify to increase economic effici- 
ency. Therefore, in accordance with the demands of the masses, a shop 
foreman (an engineer) was elected to serve as the factory leader. He 
reorganized the mid-level leadership group and provided new leader-cadres 

for 5 shops. In this way, the two levels of leadership at the factory and 
shop levels would be able to sweep away the “spinelessness," would not be 
afraid to confront and handle problems, would be able to distinguish between 
right and wrong, merits and faults, rewards and punishments and would obtain 
the strong support of the masses and the solidarity of all. 


With policy in consonance with the will of the people, the future is bright. 
In conscientiously implementing the municipal government's 10 resolutions 

on loss reversal, Jilin Metallurgical Equipment Factory achieved a clear 
increase in economic results. From January to September of this year, output 
value increased by 68 percent over the same period last year, at one stroke 
reversing losses. Net profit was over 140,000 yuan. 











When we were about to leave this factory, the vice-director, Liang Shi-yuan, 
told us some good news: the new medium-pressure switches now being trial- 
produced had already achieved preliminary success and it wouldn't be long 
before they were appraised. Mass production could begin next year and they 
could become the factory's main product, filling a vacuum in the industrial 
production of the province. Vice-director Liang, brimming with confidence, 


said: "By that time, the factory's economic efficiency will be stably 
raised further." 
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ECONOMIC MANAGEMENT 


IN-HOUSE BANKING DISCUSSED 
Beijing GONGREN RIBAO in Chinese 15 Nov 83 p l 


[Article by Huang Zuo-ren [7806 0155 0088] and Wang Ying-ming [3769 5391 
2494]: "In-House Banking Is the Systematic Insurance of Workers' Democratic 


Money Management" ] 


[Text] In Jilin Province, no one is quite sure which factory first created 
"in-house banking," but it is generally acknowledged that the Siping Municipal 
Chemical Engineering Machinery Factory is the point of origin. At the 
beginning of October, over 100 re-organized priority enterprises in the 
province sent over 400 enterprise management and financial-accounting 
personnel to gather at Siping to learn on the spot and study the experience 
of Siping Municipal Chemical Engineering Machinery Factory in establishing 
"in-house banking." After their study, the deepest impression of these 
economic experts was: "in-house banking" not only brings economic tools into 
play within the factory, it is also a system which guarantees increased 
economic efficiency. 


Siping Municipal Chemical Engineering Machinery Factory has over 500 workers 
and staff with the main products being steel pipes used under oil wells for 
extracting petroleum, processed glass pipe liners and non-corroding drainage 
pipes, etc. In March of 1982, this factory underwent reorganization, 
strengthening its economic accounting and plan management and other basic 
tasks, which brought the enterprise new vitality. They studied the experi- 
ence of others and in June 1982, they established "in-house banking," bringing 
the money management function of the workers into full play, clearly raising 
economic efficiency and in the same year attaining profits of 458,000 yuan, 
which was 3 times that of 1981. In the first 9 months of this year, profits 
were 710,000 yuan, half again as much as the whole of last year. 


The factory monetary system, implemented by the "in-house banking" system 
established by Siping Municipality Chemical Engineering Machinery Factory, 
converts the factory's raw materials, energy, products, semi-finished 
products, funds and labor supply to the factory's agree-upon factory plan 
prices; using factory money as the medium of exchange, all the enterprise 
production management activities are changed from the former supply relation- 
ship to a "transactional relationship." If the factory money is used 
economically, bonuses can be increased and profits shared; if there is 














overspending, money must be borrowed and the interest paid, this amount 
being deducted from the bonuses of the workers in the department where the 
overspending occurred. This way, the enterprise will change from one in which 
a minority of the people handled the money and materials and paid the bills, 
to one in which each and every worker must handle the money and materials 
and pay the bills, and thus has an idea of his profits and losses. This is 
a good system which embodies the principle of income based on work done and 
properly handles the trilateral interest relationship of the state, enter- 
prise and individual; and it is a good method truly embodying the principles 
of democratic management, love of factory, being the master and having the 
masses manage their own affairs and money matters. 


When we were at Siping Municipal Chemical Engineering Machinery Factory, we 
heard many stories about the workers and masses managing their own affairs 
and money matters. 


1. Spending money is distressing. Tube-shaped bricks used in the repair of 
kilns are eight yuan apiece. In the past, the breakage of a few bricks by 
tile workers repairing the kiln left them indifferent. Now, because one has 
to spend money to “buy" them, with one brick equivalent to 3 or 4 days' wages, 
they pick them up and put them down lightly and carefully polish them and 
there is little breakage. Another example is the plumbers who maintain the 
pipes. In the past when a pressure reducing valve leaked a little steam, they 
were simply thrown out and to promptly put in a new one was considered ful- 
fillment of one's duties. Now, as soon as they go to fill out the invoice 
and see that each valve is 240 yuan, they are terribly surpised, put down the 
list and say: "So expensive, almost five months' wages, it would be better 
not to order it." They get the leaky valve back, fix it up a little and use 
it again. 2. No longer eat out of the big pot. Before the establishment 

of “in-house banking," the whole factory ate out of one big pot, so that 
departmental profits and losses were coverec up in the big pot. In the 

motor transport corps, a hoist earned 12 yuan an hour and freight charges for 
a truck were 120 yuan a day. They had always felt that their contribution 
was great. In the first month that "in-house banking" was implemented, they 
were stunned when profits and losses were announced. Among the 9 production 
units in the factory, the motor transport corps ranked second to last and 
lost money. The motor transport corps was unable to take it and held a 
meeting to search for the reason, which was that the length of time the 
trucks spent stopped was too long, the tonnage moved was small, and when 
there was need for transport in the factory, trucks were regularly hired from 
outside, necessitating extra expenditure of 80,000 yuan per year on freight. 
Now that there is no eating out of the big pot, they have advocated "do not 
let the fertilizer fall on other people's fields, the transport should be 
handled by the factory itself" and have implemented this at the shop and 
section levels, even to the extent of finding transport work outside the 
factory. This has enabled them to run the vehicles non-stop and not idle 

the personnel, thus quickly reversing losses. Now, not only have the 
transport duties of the factory been fulfilled, but work has been found from 
outside units which has earned 10,000 yuan a month for the factory. 
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3. Everyone is concerned with economic results. The head of the liner 
tubing shop section, Zhang Wei-min, told us: “before ‘in-house banking,’ 
what the workers used was what they could obtain through personal relation- 
ships. The phenomenon of ‘loopholing’ for goods and materials was very 
serious. Now when consumption exceeds the quota, factory money is used to 
make purchases and overspending by just one dollar can affect the whole 
section's bonuses; therefore the outflow of goods and materials has decreased. 
Our section now buys only as much of our main preduction material--glass 
tubing--from the tube making shop as we need. If there is overstocking we 
don't buy, and if quality is bad we don't buy. Goods are picked up and put 
down carefully, and breakage has decreased 40 percent." This shop section 
head went a step further to say: "In implementing ‘in-house banking,’ our 
shop section has become the basic accounting unit. How money is spent, how 
we live and how profits and losses are calculated have become a matter of 
great concern for all the people in the section." 


In the past, when shop sections were using the supply system, the workers 

had no concept of costs; but now everyone has some idea of the 5 accounts-- 
consumption of materials, original production records, calculation of targets, 
factory money allocation and man-hour utilization--and everyone applies his 
idea to problems of administration and management. In the past, it was the 
shop section chief alone who managed affairs, with everyone else plodding 
along silently at their work. Now, however, in a 34 man section there are 

34 producers, 34 administrators and also 34 managers; everyone is of one 

mind in raising economic efficiency. 


The experience of Siping Municipal Chemical Engineering Machinery Factory 
has been a powerful catalyst for reversing losses, increasing profits and 
raising economic efficiency. In this respect, Mayor Zhao Xiu has evaluated 
the matter this way: "When beginning th: work of enterprise reorganization, 
we studied the experience of the Shoudu [Capital] Iron and Steel Mill and 
ultimately initiated ‘in-house banking.' The establishment of this system 
can not only promote implementation of the economic responsibility system, 
but also ensures that everyone takes part in democratic management. If 
every factory and enterprise were to implement ‘in-house banking’ on the 
basis of appropriate systems for the different areas, then our province 
will certainly achieve a breakthrough in loss reveral, increased profits and 
the raising of economic efficiency." 
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ECONOMIC MANAGEMENT 


IMPORTANCE OF TECHNOLOGICAL IMPROVEMENTS DISCUSSED 
Beijin GONGREN RIBAO in Chinese 17 Nov 83 p 2 


[Article by Zhang Fu-liang [1728 4395 5328] and Wang Ying-ming [3769 5391 
2494]: “The Golden Phoenix Born of Technological Improvements"] 


[Text] On National Day this year, when Beijing Xinxin Clothing Store began 
selling Tonghua Municipality's synthetic fur, an experienced leather goods 
technician was unable to distinguish between real sable and synthetic sable 
overcoats, which had been mixed together. These elegant and beautiful 
synthetic furs from the mountain city in Jilin attracted a great many 
customers, and the people wying with one another to buy increased the splendor 
of the holiday. Comrades at Xinxin Clothing Store praised the Tonghua 
synthetic fur as “a golden phoenix from the valley." 


How could a golden phoenix fly out of the valley? We visited the Tonghua 
Municipal Synthetic Fur Factory. In 1978, this factory was producing low- 
grade synthetic furs. This year, it began using electronic Jacquard weave 
equipment, implemented a change in products, developed middle- and high-grade 
products and not only attained a position second to none in the domestic 
market, but also broke into the international market. Average labor produc- 
tion reached 20,000 yuan; annual per capita tax on innovation profit was 
10,000 yuan. According to what we've seen and heard, we strongly feel that 
this is a “golden phoenix" born of technological progress. 


Quite a number of enterprises in the places we visited in Jilin could be 
cited which, similarly relying on technological improvements, obtained 
relatively good economic results. In the province as a whole, however, 
Siping Municipality must be considered the best in effecting increased 
economic efficiency based on technological improvements. 


Before 1978, Siping Municipality had only 43 engineers. Its science and 
technology capabilites were very weak and average axnual enterprise losses 
were approximately 6 million yuan. After the party's task priorities changed, 
the municipal Party committee and municipal governme::t organized a hundred- 
member fact-finding missivn to carry out a one-time, comprehensive 
investigation of the history and present conditions, experience, lessons, 
problems, potential, ente:'prise quality, etc. of the municipality's industrial 
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development. In addition, they analyzed the tw 
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In order to rely on technological improvements to develop the « 
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and technology. Eecause scientific and technological improvements were 
continually stressed, the city's economic development was accelerats 
better economic results were obtained. Since 1979, the wnici; 
industrial output value increased at an average annual rate r 5.4% percent 
and enterprise profit in the budget increased 28.6 percent annua 

1978, the proportion of the total increase in output value resulting trot 
scientific research alone was less than 20 percent, whereas after 1979, 
approximately 50 percent of the annual increase in output value was attrit 
utable to scientific research. It was the same with profits. Using new 
product development as an example, from 1979 to 1982 a total of 422 tvpes ot 
new products were brought into production. These new products created 
profits of over 12 million yuan and accounted for about half the increase. 
When we were in Siping Municipality gathering material, we heard about and 
saw many instances of enterprises in dire straits from market competiti: 
initiating scientific and technological cooperation in order to make uj; 
deficiencies in scientific and technological capabilities. Siping Municipal 
Semiconductor ractory is an outstanding example. This factory, established 
in 1966, is a small enterprise with only 300 workers. The main products are 
silicon high-frequency low-power triodes. because the enterprise's techno- 
logical capabilities were weak, worker operating efticiency was not high and 
technology and equipment were underdeveloped, quality was deticient, prices 
high, and products were undiversifed and unmarketable. in the seven 
consecutive years from 19/72, when independent accounting began, to 19/78, 
total accumulated losses amcunted to 1.4 million yuan. In 1979, they 
initiated scientific and technological cooperation and production cooperation 
with the Provincial Agricultural Science Institute and other relevant 
factories, successfully trial producing "fast acting soil moisture gauge 
and “soil sclerometers." They managed to develop, appraise and begin 
production the same year, and at one stroke, reversed their losses. in i980, 
these two new products alone produced 460,000 yuan of output value, accounting 
for 38.7 percent of the increase. Profit realized was over 240,000 yuan. 
Later, they also established scientific and technological cooperation 
relationships successively with Shanghai Xiadan University, Changchun Guang}i 
Institute, Changchun Guangji Academy, Changchun Physics Institute, etc., and 
established a strong technological base. Begininng in 1979, ¥ new products 
were brought into production, there were 2 reserve products and currently a 
new product has already begun to be developed. Since 1980, the factor 
total industrial output value increased on average 11 percent annually; 
enterprise profit increased 24 percent. This year, although output value 
fell during the period January to September, relative to the same period last 











year, profit actually more than tripled. The implementation of technologica 
cooperation enabled many recently graduated college students who lacked the 
ability to work independently, to receive some training and achieve some 
initial capabilities in the design of products; the technological quality 

of the workers generally rose by one to one and a half grades. Ninety-nine 
percent of the workers taking this year's general technology exam passed. 


For the experience of Siping Municipality and the Municipal Semi-Conductor 
Factory in implementing technological cooperation, one can see that drawing 
on external strengths to solve the problem of one’s own technological 
insufficiences is a good method for developing the technology and economies 
of medium- to small-size cities and small enterprises. 


The experience ot relying on technologial improvements for economic develop- 
ment has produced a kind of atmosphere in Siping in which knowledge and 
intellectuals are valued--many enterprises are regarding intellectuals as 
assets to enterprise development. An incident of this kind occurred: 
Because of problems with regard to his work, Jiao Cheng-zhang, an engineer 
graduated in 1962 from Dongbei Industrial Institute and now chief of the 
technology section at Siping Municipal Tungsten-Molybdenum Materials Factory, 
had an argument with the factory director. After the incident, he thought, 
isn't it possible that because I have offended the factory director he will 
try to get back at me? There is no way I can stay on at the Tungsten- 
Molybdenum Materials Factory. He thereupon set out to get himself trans- 
ferred. After the factory director found out, he repeatedly sought out Jiao 
Cheng-zhang for heart-to-heart talks and even undertook self-criticism of 
his incorrect attitude in a mid-levei cadre meeting. He also personally 
worked to help solve the problem of Jiao Cheng-zhang living apart from his 
wife and the issue of her transfer. In 1982, when Jiao Cheng-zhang entered 
the Party, he was moved to tears and said: "I never thought that I would 
become a Party member in the Tungsten-Molybdenum Materials Factory. How can 
I not but work hard." From this point on, Jiao Cheng-zhang worked even more 
enthusiastically. The research results on the "double helical tungsten 
filament," which he was in charge of, have been assessed and the filaments 
are already being mass produced. By using these “double helical tungsten 
filaments” in light bulbs, use of electricity could be cut by over 10 percent. 
If all the nation's lighting equipment were to utilize this type of tungsten 
filament, 6 billion kilowatt-hours of electricity would be saved annually. 


Siping Municipality's experience in relying on technological improvements 

to develop the econm-ay and raise economic efficency have aroused the interest 
of the leaders ot Jilin Province. On October 5, Comrade Governor Zhao Xiu 
personally took charge of and convened an experience-exchange meeting, 
pointing out that technological improvements are the fundamental route to 
economic development and the raising of economic effiency, and that the 

whole province should imitate Siping and bring ecenomic development onto the 
track of reliance on technological improvements. 


12543 
CSO: 4006/173 








ECONOMIC MANAGEMENT 


TRANSFORMATION OF TONGHUA STEEL MILL DETAILED 
Beijing GONGREN RIBAO in Chinese 16 Nov 83 p 1 


[Article by Huang Zuoren [7806 0155 0088]: "What Do the Changes at Tonghua 
Steel Mill Prove?")] 


[Text] Tonghua Winery uses Yesheng Mountain grapes to make a rich and 

mellow, fragrant grape wine which has long been well-known in China and 
abroad. But Tonghua Iron and Steel Mill, even though it has 13,000 workers, 
an investment of 200 million yuan and was founced 25 years ago, nevertheless 
exists unknown to the public in the same city; very few from the outside have 
ever heard of it. Raising this issue, Tonghua Steel Mill's Party Committee 
Secretary Cheng Hai [4453 3189] explained in a slightly embarrassed manner: 
"Tonghua Steel Mill's name has only appeared twice in the central newspapers, 
and both time they were critical articles. Before the jrd Plenum, Tonghua 
Steel suffered losses for 22 consecutive years, accumulating total losses of 
over 140 million yuan. When an enterprise suffers losses, the workers do not 
feel any pride. After work when the workers went out, they were not willing 
to wear their work uniforms with 'Tonghua' printed on them and when cadres 
went out to meetings they sat silently and with lowered heads on the last row 
of benches." At this point, Comrade Cheng Hai's eyes sparkled: “Last year in 
the fourth quarter, after thoroughly carrying out the work of enterprise 
reorganization, Tonghua Steel had changed. In addition to making up the 
previous nine months’ losses, profits that year cawe to over 3.6 million yuan. 
In the first 9 months of this year, accumulated profits were over 14.3 million 
yuan. Tonghua Steel has revealed losses, increased profits and stood up in 
the sphere of economic efficiency. Among the nation's 52 mid-size integrated 
steel complexes, [Tonghua's] economic efficiency has leaped from last place to 
lith place." 


Tonghua Steel has changed. But what does this change signify? This intriguing 
question is very difficult for outsiders to explain clearly. We felt that it 
would be well to ask the director of Tonghua Steel Mill, Dan Ming-chun 

[0830 2494 2504], who directly participated in the reorganization work and 
changed the enterprise's condition, to answer. He said: "Tonghua Steel 
Factory has been established for 25 years, and if someone had asked me, on 
becoming factory director, what my policy on running the factory was, I would 
have been rendered speechless. During the Great Leap Forward, Tonghua Steel 
was a model for ‘doing the job using local methods, and going into production 
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simply. In the ten years of upheaval, the system of rules and regulations 
was abolished, bringing chaos to production and work--production without 
calculations of cost, management without regard to efficiency. In this 
enterprise reorganization, we have seen the damage done to the state by 
neglecting economic efficiency and the danger to the enterprise. We have 
seen how the inability to reorganize enterprises and fundamentally solve the 
problem of losses jeopardizes the existence of enterprises and influences the 
success or tailure of the great cause of the four modernizations. Afere we 
got rid of the ‘leftist’ influence, we brought the guiding ideology on enter- 
prise management back onto the track of raising economic efficiency as the 
central issue. Issues determining the new factory management policy were: 
intelligent administration, technological improvements, increased quality and 
economic efficiency as the primary goal. After clarifying ideology, a 
breakthrough occurred in enterprise reorganization, causing an improvement in 
the work of reversing losses and increasing profits." 


The changes at Tonghua also shcw us that: in enterprise reorganization, one 
cannot just pay lip service, pursue formalism and go through the motions, but 
one must put in a lot of effort and firmly grasp the priorities of the 
leading group, the economic responsibility system and basic tasks, etc. This 
is the second answer obtained from our interviews with people in charge of 
the labor unions, the production general managers, planning and finance heads 
and workers concerned with the production branches. In the establishment 

of the leading group, although this factory's Party Committee Secretary and 
factory director do not have a high degree of specialized knowledge and are 
not that young, they do respect and pay heed to the ideas of experienced 
comrades in non-supervisory positions, understand production, are good 
managers, have a knack for making breakthroughs and have a dauntless spirit, 
so that the reorganization and establishment of the leading group has been 
relatively beneficial. There were 24 leading cadres from the shops who 
emerged through democratic elections, among whom 6 production workers were 
elected as shop foremen. In the reorganization of enterprises, Tonghua Steel 
has also tackled successfully the key task of setting up the economic 
responsibility system within the enterprise, and adopted the policy of dis- 
persing production targets from the factory level successively to the levels 
of branch factory, shop, shop section, team and group, and post, guaranteeing 
production targets at each level. They also signed 132 internal economic 
agreements, forming a mutually-interacting, multi-levelled-contract, pagoda 

| pyramid|-type production target system. The 20,891 assessed targets form- 
lated by the factory from top to bottom, form a relatively more perfect 
economic responsibility system, and this system is also a method formulated at 
the successive levels, of ensuring target fulfillment. It is also a series 
of comprebensive measures instituted at each level centered on the raising of 
economic efficiency. In the reorganization of basic tasks, they take quota 
management as the core; personnel, capital and material--whatever can be 
quantified--is assigned an average advanced quota. After implementing double 
contract system, 1,300 people were taken from their production posts and 
assigned new construction projects, took part in off the job training and 
service companies were established. 
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Tonghua Steel's metamorphosis shows us: in enterprise reorganization, if 

the leadership is resolute and has a dauntless spirit, the phenomenon of 
losses can be changed. This facotry's party secretary, factory director, 
and branch factory and shop cadres, have confirmed this through -heir own 
experience. In ti.e first quarter of this year, the smelting branch plant 
missed fulfilling the plan by 5000 tons, and 1,600 workers in the factory had 
13,900 yuan of basic wages deducted in accorance with the economic responsi- 
bility system regulations. Seeing that the leaders meant what they said that 
their dauntless spirit in reversing enterprise losses, the workers went all 
out in the second quarter, not only making up for the first quarter's 
production deficit, but also exceeding the quota and fulfilling the first 
half-year's production assignment. At the end of June, they not only made 
up for the deducted pay, but aiso received the bonuses they had coming. On 
September 12 of this year, the transportation department experienced a break 
down, affecting 22 minutes of smelting time. The transportation department 
investigated and according to the regulations of the internal economic agree- 
ments, after arbitration by factory leaders, a fine was imposed which 
compensated for the smelting shop's economic losses. Because leaders 
resolutely grasped the work of making up losses and increasing profits by 
being clear on rewards and punishments and ensuring the implementation of the 
economic responsibility system, the problems of egalitarianism, eating out of 
the big pot and disregarding whether the job was done well or badly, have 
gradually been solved and production potential has been further freed, 
mobilizing the motivation of the workers, making a contribution to general 
goal of realizing a rise in economic efficiency. 
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ECONOMIC MANAGEMENT 


MINISTER OF CHEMICAL INDUSTRY ON SODA PRODUCTION 
Beijing JINGJI RIBAO 19 Sep 83 p 2 


[Interview with Qin Zhongda, minister of the chemical industry, by re- 
porters Tuo Zhen andLu Pangqing: “Exclusive Interview: Production 
of Soda Must Not Be Drag on the National Economy” |] 


[Text] Our nation's present output of soda is not enough to satisfy 

the demand for it in our national ¢«conomy; consequently, the rates 

of growth of our industries and agriculture and the well-being of the 
people are affected to a certain degree. How can we change this situa- 
tion as soon as possible? To find the answers, we visited the minister 
of the chemical industry, Qin Zhongda. 


First, Qin Zhongda briefly described the history of our nation's soda 
industry. He said that the soda industry is one of the oldest chemicai 
industries in our nation and that it has 60 years history. Before 
liberation, the soda industry had a very weak foundation; annual produc- 
tion was less than 100,000 tons. The soda industry underwent tremendous 
growth in the 30-odd years after Liberation. The production of soda 

in 1982 was 1.73 million tons, ranking third in the world. 


In talking about the contradictions between production and demand, 

Qin Zhongda condidly said that despite its significant expansion, 

the soda industry still can not fulfill the demand for soda because 

of the growth of the national economy. In addition, very low soda 
prices in the last few years cast a pall over morale in the industry, 
resulting in the contradiction of supply being unable to satisfy demand. 
Qin Zhongda admitted that the ministry is largely responsible for the 
less than adequate performance in this aspect of the industry. Pres- 
ently, the consumers as well as the state are very anxious. Premier 
Zhao Ziyang stressed in his “Government Work Report” the need to improve 
systematically the technology used in the five largest soda factories 
and to strengthen further the effort to explore and open up natural 

soda mines. The state not only designated the development of the soda 
industry as a key point in the Sixth and Seventh 5-year Plan, but also 
greatly increased soda prices to bocst the industry's morale. 
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How can we move the soda industry forward as quickly as possible” Qin 
Zhongda related to the reporters the three concrete measures that are 
being enthusiastically promulgated by the Ministry of Chemical Industry. 


1. Two soda factories with an annual production capacity of 600,000 
tons each will be constructed in Shouguang County of Shandong and in 
Lianyungang municipality of Jiangsu. Preparation work will be speeded 
up so that it will be finished within 1 year, and the factories will 
be completed and ready for production after 3 years of construction. 


2. Hasten the speed of technical transformation in older factvries 

and supply the existing 21 small integrated soda factories with essential 
but currently missing equipment so that outputs can be increased. In 

the meantime, strengthen the effort to exploit the natural sources 

of soda. Inner Mongolia’s Chagannuoer has over 20 million tons of 

soda deposits, the prospects for extracting and utilizing the soda 

are excellent and this project is presently moving ahead at full speed. 


3. The soda industry must improve the packaging of its products, which 
means gradually switching to plastic and rubber bags from gunny sacks 
thereby reducing losses during transit. At the same time, increase 

the production of heavy soda, which has a higher utilization ratio. 

In this way, additional tens of thousands of tons of soda will be made 
available to the consumers annually. 


Qin Zhongda said that the large number of cadres, staff members and 
workers in the chemical industry have already pledged to fulfill the 
great ambition: Production of soda must not be a drag on the national 
economy. The objective of our struggle is that the contradictions 
between soda production and demand will be gradually alleviated by 

the end of the 1980's and the 1990's and the domestic demand for soda 
will be totally satisfied by the end of this century. 


Finally, Qin Zhongda specifically leveled criticisms at those localities 
that recklessly moved forward small soda factories with low economic 
results and at those that reopened already closed or suspended smal! 

soda factories. He pointed out that the existing 21 small soda factories 
were picked to remain open from more than 60 pre-existing small soda 
factories. How can we retrogress and work in violation of national 
plans? Therefore, resumption of production by already closed or suspended 
small soda factories just to take advantage of the higher prices or 
blind building of small new soda factories is prohibited. 
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ECONOMIC MANAGEMENT 


EFFORTS TO RAISE ECONOMIC RESULTS OF NITROGENOUS FERTILIZER INDUSTRY 
Beijing JINGJI RIBAO in Chinese 3 Aug 83 p 2 


[Text] Our nitrogenous fertilizer industry once again turned in a 

good performance this year in the same manner that last year the industry 
durned deficits into profits after 17 consecutive years of loss. For 

the period from January to May of this year, the balance sheet for 

the whole industry showed a net profit of 152 million yuan, which 

is 4.2 times greater than the profit earned for the same period last 
year. As of now, there are |/7 provinces, cities and autonomous regions-- 
Beijing, Tianjin, Hebei, Shanxi, Inner Mongolia, Lisnoning, Shanghai, 
Jiangsu, Zhejiang, Shaanxi, Anhui, Shandong, Henan, Hubei, Hunan, Sechuan 
and Gansu--which are making money in their nitrogenous fertilizer indus- 
tries. The fact that the nitrogenous fertilizer industry has been 

able to turn deficits into profits changed the perception of the lead- 
ing groups at various levels. Instead of treating the industry as 

a "burden" on local finances, they now recognize it as a “treasure” 
worthy of special attention and see it as one of the key factors in 
helping agricultural development. Consequently, the outlook for the 
survival and development of the nitrogenous fertilizer industry is 
bright. 


What we should also see is that there still are many problems in the 
industry despite relatively good results having been achieved in the 
area of turning deficits into profits. The most notable problem is 
that a relatively large segment of the industry is still operating 

at a loss. There are at present over 300 enterprises in 11 provinces 
and autonomous regions that are losing a total of 63 million yuan a 
year. This situation must be fundamentally charged this year. 


In the "Government Work Report” presented at the Sixth National People's 
Congress Premier Zhao said, “All localities, departments, and enterprises 
and institutions must set and strive for higher economic goals, put 
forward concrete measures and realize these measures and goals accord- 
ingly.” In order to raise the economic results of the nitrogenous 
fertilizer industry further and to turn deficits into profits in a 

large number of factories, the goal we strive for is a balance sheet 
showing a net profit of more than 200 million yuan, which is a 46- 
percent increase over last year's 137 million yuan. To achieve this, 
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the seven areas of Tianjin Municipality and the provinces of Hebei, 
Jiangsu, Zhejiang, Anhui, Shandong and Sichuan, seven, will be asked 
to eliminate all money-losing enterprises so that every factory will 
be a profitable one. The provinces of Yuan and Heilongjiang and the 
Ningxia Autonomous Region must turn deficits into profits in their 
nitrogenous fertilizer industries. The provinces of Lianoning and 
Shaanxi should maintain their money-making momentum; the rest of the 
provinces and autonomous regions are expected to improve upon last 
year's achievements and, specifically, to cut the number of money- 
losing enterprises by at least half. 


The enterprises in all localities must fundamentally carry out the 
following steps in order to realize the goals set forth above for the 
purpose of raising the economic results of the nitrogenous industry. 


1. Insist on the closing down, stoppage, merger and conversion of 
certain enterprises, progressing further in the effort to readjust 

the industry rationally. Premier Zhao pointed out in the "Report on 

the sixth 15-year Plan" the necessity of closing down, stopping, merg- 
ing and converting long-term money-losing enterprises that use a large 
quantity of material, produce low-quality products and have poor manage- 
ment. Based on this spirit, the Ministry of Chemical Industry, in 

this year's national conference of departmental and bureau directors 

of the chemical industry, put forward the guidelines for closings, 
stoppages, mergers and conversions for the nitrogenous fertilizer indus- 
try. The guidelines are that those enterprises with persistent records 
of deficits must be closed down in 1984 if they fail to reverse their 
losses in 1983 after readjustment; those which consume, before the 

end of 1983, in excess of 2,500 kg of ammonia coals (raw coal, fuel 
coal) and in excess of 1,500 kilowatt-hours of electricity (1,700 kilowatt- 
hours for the coalwashing process) must be closed, and those which 

fail to reach the new product quality standards by 1984 and 1985 (water 
content of less than 3.5 percent for first-rate carbon ammonium, less 
than 5 percent for second-rate products) must be closed down. 


Due to the different speeds at which different factories and localities 
turn deficits into profits, the departments responsible for chemical 
industries in all localities must conscientiously strengthen their 
leadership, channel their energy to the grass-roots level, engage in 
investigations and studies, examine the rates at which the enterprises 
are turning deficits into profits and objectively analyze the causes 

of deficits. Factory by factory, they must help, realize the steps 
necessary to make up deficits by aiding them in solving everyday practical 
problems and encouraging as many nitrogenous fertilizer enterprises as 
possible to raise their economic results. In handling closings and stop- 
pages, the problems resulting from them must be dealt with satisfactorily; 
equipment, material and properties must be taken care of; and the liveli- 
hoods of the affected workers and staffs must be properly addressed. 

In areas short of fertilizers, the responsible departments at higher 
levels should get in contact beforehand with the Department of 
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Agricultural Production Data in order to coordinate the production 

and demand for chemical fertilizer, and thereby ensure the supply 
of fertilizer demanded by the agricultural sector. All nitrogeneous 
fertilizer factories must arouse the masses, improve management, reduce 
the consumption of coal and electricity by every possible means, raise 
product quality and guarantee that deficits be turned into profits 

this year. 


2. Continue to do a good job in overall enterprise consolidation and 
strengthen enterprise management further. The key to the successful 
operation of the nitrogenous fertilizer industry lies in the leading 
group, which has to be revolutionary, young, intellectual and profes- 
sional. Therefore, the departments responsible for the chemical industry 
in all localities must work vigorously and resolutely in conjunction 
with the local party committees and authorities to help the enterprises 
recruit those people who can assume important leading positions and 

have a real impact. These people are either engineers, technicians, 
workers and experts who are upright, administratively competent and 

able to open up a new prospect or self-taught "sensible persons" with 
real experience. Practice has proved that without the guiding principle 
all other measures would be ineffective. The reorganization of the 
leading group must begin with the improvement of management, specifically 
the continued dissemination of experience gained in "three managements 
and one accounting," which stands for the strengthening of technical 
management, facility management, raw material management and economic 
accounting. Effective management can only be realized if leading groups 
at various levels are not afraid to take up tasks, be involved in manage- 
ment and shoulder responsibilities. They must combine the concrete 
elements of "Three managements and one accounting" with a perfected 
economic responsibility system, enabling the nitrogenous fertilizer 
industry to build upon the foundation of scientific management. 


3. Vigorously develop technical cooperation among the nintrogenous 
fertilizer enterprises. More often than not, the nitrogenous fertilizer 
enterprises in outlying areas cost more to operate and incur larger 
deficits because of weaker local industrial foundations and lower mana- 
gerial and technical standards. In order to improve the enterprises 

in outlying areas, Shanghai Municipality and the provinces of Jiangsu 
and Zhejiang must enthusiastically help the outlying enterprises by 
matching their advanced enterprises to similar but backward enterprises 
in the outlying areas so that the latter can gain from the former's 
experience and technical instrhction. The nitrogenous fertilizer enter- 
prises in other provinces and autonomous regions should also adopt 

the method of advanced units helping the backward ones and develop 
technical cooperation. The enterprises being helped must actively 

and humbly learn from the advanced enterprises and strive to turn defi- 
cits into profits this year. Those provincial departments (bureaus) 
engaged in technical cooperation should exercise more effective leadership 
so that existing problems will be promptly solved, the smooth development 
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of technical cooperation will be assured and the effort to increase 
significantly the economic results of backward enterprises will be 
pushed forward. 


4. Energetically strengthen the training of staff and workers. Over 

90 percent of the nitrogenous fertilizer industry is county-administered; 
therefore, most of the workers and cadres have had no special training 
and are without the necessary managerial skills and technical knowledge. 
This is the main reason for the low economic results in the nitrogenous 
fertilizer industry. 


To improve the quality of the workers and staff of the industry, the 
departments in charge of the chemical and nitrogenous fertilizer indus- 
tries in all localities should take a pragmatic approach, which means 
setting up operational training and lectures, permitting workers to 

be partially (not totally) released from work to study and making avail- 
able sparetime education and encouraging independent study. Most nitro- 
genous fertilizer enterprises are located in prefectures or counties 

and therefore may find it difficult to set up training facilities inde- 
pendently. Under these circumstances, a nitrogenous unit could operate 
training facilities jointly with its factory, link up with local schools 
and explore other possibilities to provide training for its personne]. 
In addition, the departments in charge at the higher level should do 
their best to create favorable conditions for the establishment of 
training opportunities. At the same time, the higher authorities should 
systematically, with effective leadership and thorough planning, organize 
short training courses through which leading cardres in nitrogenous 
fertilizer factories can be organized into groups and trained in rota- 
tion and thereby improve their technical and managerial skills. 





5. All localities should formulate and thoroughly foster economic 
policies that will induce growth in the nitrogenous fertilizer industry. 
In recent years the features of the nitrogenous fertilizer industry 

have been able to undergo relatively big changes. This cannot be separ- 
ated from the fact that the People's Government has strengthened its 
leadership and formulated the necessary favorable policies at the provin- 
cial, county and autonomous region levels. For example, the People's 
Government at certain provincial and autonomous region levels decided 

to let enterprises that have been permitted to undergo technical trans- 
formation to keep all or a large percentage of their profits and to 
excuse them from turning over fixed-asset depreciation charges to higher 
authorities in order to solve the problem of finding funds for technical 
transformation. In dealing with enterprises experiencing extreme shor- 
tages of technical transformation funds, the government shifts funds 
previously earmarked as deficit subsidies to the category of technical 
improvement implementation so that enterprises would not include technical 
improvement implementation expenditures in calculating the costs, which 
results in false reports of losses. To encourage energy conservation 

and a reduction of raw material consumption and to improve product 
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quality, awards are given for economizing in coal and electricity con- 
sumption and better prices are paid for products of better quality. 
Reserve loans are provided for nitrogenous fertilizer enterprises during 
the offseasons to overcome the contradiction of yearround production 

and seasonal consumption. It has been proven through practice that 

these policies are effective. To raise the economic results of the 
nitrogenous fertilizer industry further, the departments in charge 

of the chemical industry and the nitrogenous fertilizer industry in 

all localities should energetically seek out the support of local author- 
ities, proceed from actual conditions, work within the confines of 

the policies laid down by the state and continue to formulate and improve 
economic policies that will help the growth of the industry and enable 

it to move forward amid readjustment, thereby contributing even more 

to the effort to reinforce the agricultural sector. 
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ECONOMIC MANAGEMENT 


FUJIAN PROVINCE'S NITROGENOUS FERTILIZER INDUSTRY ENDS 17 YEARS OF LOSSES 
Fuzhou FUJIAN RIBAO 6 Oct 83 p 1 


[Article by Lin Zangyou [2651 4545 0645]: "“Vigorously Promote Enterprise 
Reorganization; Increase the Pace of Energy Conservation"] 


[Text] Our province's nitrogenous fertilizer industry, after 17 consecu- 
tive years of serious deficits, began to turndeficits into profits 

in June of this year, amassing 1 millionodd yuan per month. Over 2.9 
million yuan of net profits were earned from January to September of 

this year; compared to the same period of last year, this means a net 
gain, from making up deficits and increasing profits, of more than 

10.4 million yuan. 


The nitrogenous fertilizer industry for a long time has been a big 
consumer of energy of a serious source of deficits and a “burden” on 
local finance. To change this situation fundamentally, this year the 
industry is conscientiously implementing the spirit embodied in the 
directives handed down by the central authorities and the provincial 
committees, which means vigorously promoting enterprise consolidation, 
running interfactory competitions extensively for factories of similar 
types, improving further the economic responsibility system and linking 
workers’ economic benefits closely with the meeting of technical and 
economic targets. To hasten technical improvements, the industry is 
promotiny technical transfornation, which calls for technical coopera- 
tion with advanced enterprises inside and outside of the province. 

The nitrogenous fertilizer industry is enthusiastically adopting all 
types of energy-saving measures and popularizing the practice of reward- 
ing people for energy conservation. These measures have greatly raised 
the economic results of the industry. Coal consumption and the consump- 
tion of electricity ("two coals, one electricity") for producing ammonia 
have dropped to 2,276 kg and 1,510 kilowatt-hours, respectively, a 
reduction of 403 kg and 114 kilowatt-hours whea compared to the same 
period last year. The totai consumption of energy decreased by 13 
percent, which pushed our national ranking from 2]st lest year to 14th 
this vear. First-grade carbon ammonium rate is 3.4 pe:cent higher 

than the same period last year, while the cost decreased by 3 percent. The 
industry as a whole has 13 more profitable enterprises than it did last 
year. 
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FINANCE AND BANKING 





WANG BING QIAN ON CHINA'S FINANCIAL WORK 
Beijing CAIZHENG | FINANCE] in Chinese No 1, 8 Jan 84 pp 1-3 


[Article: "Use Party Consolidation as a Motive Force, Spur on Work in ‘Balancing, 
Centralizing and Restructuring’: the Conference of the Heads of the Nation's 
Financial Offices, on the Basis of a Review of Their Work in 1983, Arranged 


yee 


Financial Work for 1984 


[Text] At the Conference of the Heads of the Nation's Financial Offices held 

in Beijing from 10 to 26 November 1983, participants exchanged and discussed 
experiences in improving economic results, making up deficits and increasing 
surpluses and in realizing increased production and revenue. They studied the 
targets for distributing income and expenditures in 1984 and, on the basis of 
reviewing work in 1983, discussed financial work for 1984. Wang Bingqian [3769 
0014 0051), state councilor as well as minister of finance, gave a speech at the 
conclusion of the conference. 


Wang Bingqian, when reviewing financial work in 1983, said: Financial work in 
1983 under the leadership of the party Central Committee and the State Council, 
with the ardent support of the leadership of government at every level, relied 
on the joint efforts of the broad masses of comrades on the financial front. 

All work advanced fairly quickly and there was great success. In 1 year, the 
CPC Central Committee and the State Council throughout placed the solving of 
financial problems in a prominent position and were extremely attentive to 
financial work. The handling of many important problems, including the methods 
for state-run enterprises to carry out the substi.ution of taxation for profit 
delivery and to concentrate financial and material resources to ensure key 
construction, the control of foreign trade deficits and the enterprises that are 
making up losses and increasing profits, etc., has been directly tackled by the 
central government. Currently, party committees and the government at all levels 
must be concerned with financial problems and place financial work on the agenda 
of the day. 


Wang Binggian said that in 1983, financial departments at all levels in their 

work had a foothold in the present and took the long-range view. They worked 
competently on many important tasks. First, they resolutely carried out measures 
for centralizing funds. Second, they promoted the first step in restructuring 

the substitution of taxation for profit delivery. Third, they comprehended work 

in enterprises making up deficits and increasing surpluses and in the strengthening 
of tax revenue. Fourth, they strengthened the management of expenditures and 
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controlled the scale of capital construction. Fifth, the -ntire country launched 
an inspection of finances and enforced strict financial and economic laws. Sixth, 
they strengthened the building up of a contingent of financial cadres. After l 
year of work, even though financial difficulties in 1983 were great and expend- 
itures increased quickly, yet after revenues repeated their 1982 increase they 
continued to invrease. Further, the central government adopted certain measures 
for concentrating funds and thus financially ensured the state's needs for de- 
velopment in key construction and in all types of undertakings. I must say that 
this is a great accomplishment. Certainly, compared with the needs of the de- 
veloping circumstances, our work is still quite inappropriate and many problems 
exist. In the readjustment and restructuring of the economy, original problems 
are solved and new problems appear. We do not sufficiently study and prepare 

for some of these matters, with the result that we attend to one thing and lose 
sight of another and are unable to take the initiative. Although work in finan- 
cial managemnt and supervision has been strengthened, we are still far from 
suiting the needs of our work. The situation of slack management, passive 
supervision and lax financial and economic discipline has not changed. These 
problems require that in future work we earnestly overcome and advance. 


Wang Binggian said that in looking back at work in 1983, he was deeply impressed 
by two points. First, financial departments were comprehensive departments that 
gave both quick access to information and keen responses. Through activity in 
income and expenditures, they could at the macroeconomic and mircveconomic levels 
reflect the circumstances and inherent problems with the development of the 
national economy and they mentioned their own viewpoints and corresponding sug- 
gestions. We worked this way for a few situations, and the effect was outstanding 
It caused the leadership to understand a situation immediately and make a decision 
quickly thus solving the problem and promoting development in the undertakings 

of production and construction. Second, the substance of financial work is 
complex and there are many things to attend to. To determine which are the 

major problems and which are less important, we must make an ardent analysis and 
pay attention to solving the major problems. In 1983 we firmly grasped the three 
keys of “balancing, centralizing and restructuring." After that there was overall 
planning, we determined which was primary and which was secondary, we grasped and 
did not let go until we grasped a solution and in this way we were able both to 
bring about temporary solutions and to effect a permanent cure. In short, only 
when we have a thorough understanding of a situation can we get to the heart of 
the matter. Only through daring to confront the problem can we change the passive 
to active. 


Wang Bingqian, when discussing the planning of work for financial departments in 
1984, said: Based on the resolutions of the 2nd Plenum of the 12th Party Congress, 
work in party consolidation is already underway at both the central gover.ment 
level and the provincial, municipal and autonomous region levels. We still 

must exert a large amount of effort to do this. At the same time, financial 

work itself not only must continue fundamentally to balance income and expenditures 
on the basis of improving economic results and of striving to make up deficits 

and increase surpluses, but it must also further implement measures for central- 
izing funds, accelerate the pace of the substitution of taxation for profit 
delivery and, on the basis of achieving the first stage of restructuring, study 


27 








experimentation with the second stage of restructuring. This work must be given 
overall consideration and be rationally planned. We must use party consolidation 
as a motive force, spur on work in “balancing, centralizing and restructuring,” 
and strive to be errorless in both party consolidation and work. 


1. Resolutely do a good job in party consolidation. Completing the task of 
party consolidation has an extremely profound significance for realizing a 
fundamental improvement in party workstyle, in raising the ideological and work 
level of the entire party, making closer the relationship between the party and 
the broad masses of people and striving to make party construction become the 
strong core of the leading socialist modernization undertaking. According to the 
deployments of the central government, we definitely must step by step do our 
work carefully and ensure that we do not go through the mere formalities in party 
consolidation. Party consolidation is not work for which we must suspend all 
other business but at the same time must further engage in all work. We certainly 
must engage in overall planning for party consolidation and work, closely com 
prehend these two items and strive for brilliant achievements in party consol- 
idation and work. 


2. Improve Economic Results, Realize a Fundamental Financial Balance. In this 
respect we must do a large amount of work. In executing the 1984 budget we must 
concentrate on four points. First, we must strive to promote economic results 
and comprehend making up deticits and increasing surpluses. This is an important 
road tor continuing to maintain a fundamental balance between income and expend- 
itures. We must coordinate the relevant departments to carry out earnestly all 
targets for economic results and to make up deficits and increase surpluses, 
guarantee that in 1984 revenues and industrial and agricultural production have 
identical increases and in some cases achieve a rate of increase that is higher 
for revenue than for production. Second, we must strengthen our work in tax 
collection. In 1984 tax revenues of all types will constitute 90 percent of all 
revenue; it is the main source of income and certainly must be grasped and not 
released. We must maintain unity among the state's tax collection policies and 
decrees. All regions and departments on their own must not issue documents that 
contradict the state's tax laws and determine without authorization that taxes 

be reduced or exempted. Since 1983, the state has introduced a few new taxes; 

it must pay attention to studying problems, summing up experiences and gradually 
improving. At the same time as it comprehends important tax revenue, it must 
continue to comprehend work in the management of collecting scattered taxes. 
Third, we must strictly control the scale of capital construction. The Construction 
Bank definitely must place key emphasis on following the plans in general and 

the major aspects and in particular strengthen the supervision of allocation of 
the funds. Concerning the state's key construction projects, we must maintain 
allocations according to plan and guarantee a supply of funds. We must resolutely 
dissuade and prohibit construction and investment projects outside of the plan 
that exceed the state's plan. At the same time, we must strengthen work in the 
analysis of investment results and promptly reflect upwards and avoid the phenom- 
enon of extravagant waste tor construction projects and especially for projects 
under construction. We must continue to do good work in changing capital con- 
struction allocations into loans and, on the basis of the "five fixes," emphasize 
the carrying out of an investment system of responsibility. Fourth, we must 
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Strictly control and economize on expenditures. We must strengthen the manage- 
ment of funds for supporting agricultural and cultural and educational adminis- 
trative expenses. The public funds of administrative organizations in 1984, 
except for business costs for basically maintaining the 1984 level, must be 
reduced 10 to 20 percent. The administrative expenses of institutions also must 
be reduced according to the proportion of administrative units. An enterprise's 
management expenses, excluding funds for wages, welfare and other projects that 
must be carried out according to regulations, must also be reduced by 20 percent. 


3. We Must Resolutely Implement Measures for Centralizing Funds. In order to 
guarantee the state's key construction and balanced income and expenditures, as 
far as measures for raising funds implemented in 1983 or determined to be im- 
plemented in 1984 are concerned, we must resolutely do work in collecting funds. 
According to policy, we must take the funds that must be centralized and centralize 
them and prevent various deductions and "running, being fraudulent, dripping and 
leaking." 


4. Do More Work in Substituting Taxation for Profit Delivery in State-run 
Enterprises. The first and second steps of the restructuring of the substitution 
of taxation for profit delivery are mutually related and cannot be separated. 

The firgt step of restructuring is the basis for the second, the second is a 
continuation and development of the first. In 1984 we must continue completion 
of the first steps in restructuring; all state enterprises which are determined 
as taxable must be taxed in accordance with regulations, and this must be carried 
out in accordance with ratios and the after-tax profit distribution plans 
stipulated by the state; we should not be lax in the work of the first restruc- 
turing because we are carrying out the second restructuring, and we should also 
not now give way on taxes or on profits just because the types of taxes or the 
rates will be readjusted during the second phase. Each region and department 
must earnestly sum up their experiences in the first phase of restructuring and, 
on this basis continually improve the first phase, take the key work and gradually 
change it to second phase restructuring. 


5. Strengthen Financial Management and Supervision, Have Strict Financial and 
Economic Discipline. Currently, cutting the state's revenue, abusing state 

funds, spending freely, being wasteful without restraint and violating financial 
and economic discipline have already reached the level where they must be brought 
under control. Each region and department has a few typical examples: The nature 
of some of these cases is fairly serious, the circumstances are outright odious 
and they must be harshly dealt with. Currently, we are faced with a very good 
situation. First, the work of party consolidation has been launched at the 
central government level and at the province-municipality-autonomous region level. 
Investigation of the problem of violating financial and economic discipline has 
already been entered as an item for party consolidation. Second, the CPC Central 
Committee, the State Council and the party secretary have given much attention 

to this work, have looked at it very closely and have continually put out written 
comments. Third, auditing organizations at all levels have been set up one after 
another, have already started work and have stressed the investigation of such 
problems as extravagant waste and violation of financial and economic discipline. 
Fourth, the broad masses of cadres and people are extremely indignant concerning 
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the problems of extravagant waste and the violation of financial and economic 
discipline, and their cries are loud in demanding that we unmask and deal with 
these problems. Thus, we must, under the leadership of party committees at all 
levels, unify party consolidation, closely coordinate relevant departments to 
launch opposition to extravagant waste, maintain the building up of the country 
through thrift and be strict with the activity of large investigations of 
finances and channel these into this activity, carry this out for 2 or 3 years 
in a row and, according to party discipline and the state's laws, deal strictly 
with the problems found in the investigations. When this work is done well, not 
only can we increase income, economize on expenditures and advantageously carry 
out a balancing of income and expenditures but, more importantly, we can consol- 
idate party workstyle, improve the general mood of society and change a group 

of cadres. 


6. Strengthen the Building up of a Contingent of Financial Cadres. Our con- 
tingent of financial cadres, including the tax collection, Construction Bank 

and accounting cadres, are, in short, good. They are, however, not of very 

high quality: We are in a situation of a temporary shortage and of the new 
replacing the old. Although there has been a strengthening these past few 
years, we are still far from meeting the needs of the developing work. We 
certainly must consider the building up of our contingent of cadres to be key 
workers and grasp this for the next few years. We must earnestly run the exist- 
ing high-and medium-level financial and economic institutions, competently run 
the many different classes for advanced studies and training courses for cadres 
and, according to a long-range plan, expand the scale step by step and in a 
planned way. By means of all types of specialized training, we must comprehen- 
sively improve the political and policy level as well as the level of the 
specialization of cadres. We must gradually establish a contingent of financial 
cadres, with a good ideology and with drive, that understands business and that 
can manage money matters, and we must transport specialized financial personnel 
to the nation's enterprises, institutions and administrative units. We must 
strengthen the construction of the leading group of financial departments at all 
levels and raise a revolutionary, youthful, knowledgeable and specialized group. 
In order to replenish the leading groups at all levels, we must have the courage 
to select middle-aged and young cadres who have ability and political integrity 
and are in their prime. We must earnestly comprehend work in the third step of 
selecting and raising cadres. We must strengthen work in theoretical and polit- 
ical study, strengthen work in day-to-day study and cause the quality of our 
cadres and the level of our work to make marked improvements. 
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ZHEJIANG WITHDRAWS CURRENCY FROM CIRCULATION 
Hangzhou ZHEJIANG RIBAO in Chinese 14 Jan 84 p 1 


[Article: "Last Year Zhejiang Province Withdrew a New Sum of 76 Million Yuan 
of Currency from Circulation: We Changed the Situation That Had Been 
Occurring for Many Years in Which the Currency That Was Being Put into 
Circulation Was Greater Than the Currency Being Withdrawn") 





[Text] Last year, Zhejiang's national economy, in a readjustment, continued 
to develop. Although agriculture suffered heavy natural disasters, due to the 
further implementation and development of the agricultural system of respon- 
sibility, it still received good results. Industrial production maintained 
steady growth, light and heavy industry had coordinated development and 
economic results were fairly good. Of this, the output of light industry 

and the textiles industry increased 15.2 percent compared to the year before. 


Commodity circulation further expanded. Commercial and supply and marketing 
departments enthusiastically adopted measures and expanded sales. The urban 
and rural markets were brisk, and the annual cash sales of commodities 
increased to a great degree--17.6 percent compared with the year before. This 
is an important reason for Zhe‘iang's withdrawal of currency from circulation. 


Last year, the province's service, travel and cultural establishments also 
developed further. The cash revenue of service establishments increased 

16.9 percent compared with a year earlier. With an increase in the income of 
the people, urban and rural savings deposits experienced a fairly large 
increase. The savings deposits of cities and towns increased 37.1 percent 
compared with the year before, and the savings deposits of individuals from 
agricultural cooperatives increased 7.5 percent compared with a year earlier. 
This had an important effect on the withdrawal of currency from circulation 
and on the support for industrial and agricultural production. 


At the same time, each area of the province earnestly implemented the relevant 
directives of the State Council concerning the strict control of the increase 
of consumer funds, strengthened the management of cash, wages and bonuses and 
reduced unreasonsble cash payments. This is also a reason for the reduction 
of the amount of currency put into circulation. 
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CONTROL OF INVESTMENT IN FIXED ASSETS 
Wuhan HUBEI RIBAO in Chinese 17 Jan 84 p 2 


[Article by Wang Chengdong [3769 2110 0179): "Hubei Province's Construction 
Bank Has Strengthened Control of Investment in Fixed Assets; Guard the Pass 
and Control the Scale, Centralize Funds to Ensure Key Projects”) 


[Text] According to data from Hubei's Construction Bank, last year the 2.7 
billion yuan in capital construction investment that the Construction Bank 
nandled was controlled within a planned scale, and there were marked improve- 
ments in the investment results of key construction projects. 


Originally, the control of the scale of capital construction touched upon a 
broad range of topics; there were many problems and great difficulties. 
However, the Construction Bank at all levels last year summed up its 
experiences and lessons, and strictly according to the state's requirements, 
grasped a solution. According to the deployments of the provincial committees 
and provincial government, they coordinated the relevant departments to 
inspect the planned arrangements and circumstances for implementation. They 
handled construction projects and launched an analytical forecast for the 
actual scale for the entire year. Also, in strengthening the contro! of 
funds, they used the control of planned funds and bank loans as the key and 
adopted a series of measures. First, through grasping the deposits of funds, 
they brought all planned funds into line with the Construction Bank's control. 
Through comprehending planned accounting, they controlled new projects and 
prevented projects from changing outside of the plan. Through the control of 
allocations, they compelled the amount of work completed by each construction 
project for the entire year to be coordinated with the needs of the plan. 
Second, they achieved the "three bring in line with's” (bring into line with 
the state's credit plan, the capital investment plan and the Construction 
Bank's unified accounting). They took all of the capital construction loans 
and locked them in a "chest," did not engage in extending loans without a 
plan, did not use loans to replace local planned funds, did not engage in 
keeping account of outside accounts and took the initiative in becoming "law 
abiders." Third, they carried out a provincial-prefectural, (municipal)- 
county three-level system of responsibility. According to handling duties, 
they handed down responsibility-advice notices to each bank president and 
relevant business head. They strengthened the cadres’ sense of responsibility 
and promoted the development of work in controlling scale. 
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According to preliminary data, last year the Construction Bank at al! levels 
through planned accounting raised rational suggestions for relevant depart- 
ments. The amount of investments in planned capital construction projects that 
was readjusted totaled 80 million yuan. Through handling the Construction 
Bank’s loan projects, they reduced loans by more than 40 million yuan. Through 
the measure of the provincial government notifying the more than 800 projects 
that were closing or suspending that their allocations were being stopped, 
capital construction investment was reduced by 180 million yuan. This caused 
the two wild horses of planned capital construction and bank loans to be 
restrained, and the scale of capital construction was controlled. 


At the same time, the Construction Bank at all levels also took key construc- 
tion projects and rationally arranged the annual investment plan, solved the 
difficulties of collecting the property tax and of people moving to other 
places, chose the best construction plan, promoted an economic system of 
responsibility as a key and widely launched work in maintaining, aiding and 
promoting. It still strengthened the supervision of allocations and financial 
management and stopped the phenomenon of the “mass eating of food." In the 
policy of extending loans, it maintained the policy of technological] trans- 
formations for existing enterprises. The Construction Bank at all levels 
supports the policy of each loan according to need being brought into line 
with the province's changing plan and the policy of carrying out three 
inspections for each project. After changing measures for projects that 

have completely gone into operation, it is anticipated that each year we can 
add | billion yuan in production output and 250 million yuan in new profits 
and taxes. 
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TAX COLLECTION PLAN OVERFULFILLED 
Fuzhou FUJIAN RIBAO in Chinese 19 Jan 84 p 1 


[Article by the PROVINCIAL TAX BUREAU NEWS AGENCY: “Adopt Vigorous Measures 
to Ensure the State's Tax Revenue; Fujian Province Last Year Overfulfilled 
Tax Collection Tasks") 


[Text] Fujian Province in 1983 overfulfilled its industrial and commercial 
tax revenue tasks by 2.1 percent. The tax payments in storage of mcst of the 
province's counties and cities on the average exceeded the plan, and of these 
Xiamen exceeded its tax payments by more than 12 million yuan. Kunmao, 
Gutian, Jiangle and Jianning all exceeded the plan by more than 10 percent. 


In the Ist half of last year, the province did not do strict enough work 

in managing the collection of taxes, thus revenues fell. Because of this, 
the provincial committee and the provincial government issued the urgent 

2» tice, “Om Resolutely Adopting Measures and Speedily Turning around the 
Situation of Decreasing Revenue.” Each area earnestly implemented this and 
strengthened management over the collection of taxes. Starting with 
controlling production, besides managing the source of taxes from 
corporations which pay large taxes, each area adopted a number of effective 
measures such as: supply units collecting the taxes of individual industrial] 
and commercial customers; taxes being exacted by communications, railroad, 
postal and other departments; entrusting rural (town) governments to collect 
taxes for country fair trade; carrying out a planned payment of taxes by 
banks for a number of collective enterprises; establishing reporting stations 
in communications; rationally readjusting the quota of taxes paid by indi- 
vidual industrial and commercial customers; and launching a large investigation 
of tax payments. In the 2d half of the year, tax revenues gradually increased 
and were especially great in the 4th quarter. Through investigating tax 
payments, the province recovered more than 20 mi‘lion yuan in taxes that were 
evaded or overdue. The taxes that individual commercial and industrial 
businesses and rural brigade enterprises and members paid in the 2d half of 
the year increased 33 million yuan compared to the Ist half of the year. 
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YUNNAN ISSUES INTERIM PROVISIONS FOR TAX CONTROL 
Kunming YUNNAN RIBAO in Chinese 30 Jan 84 p 4 


{["Interim Provisions of Yunnan Province for Tax Control" Issued by the 
Yunnan Provincial People's Government on 16 October 1983] 


[Text] In order to perfect the socialist legal system, correctly implement 
tax policies, strengthen tax control and guarantee state revenue, these 
provisions are made for tax control in our province: 


Article 1. All units and individuals required to pay taxes (hereafter 
referred to as taxpayers) and all legal taxpaying and withholding agends 
in our province must be subject to the control of local tax authorities 
and fulfill their taxpaying duties in accordance with state tax laws and 
these provisions. 


Article 2. Taxpayers should pay taxes in accordance with the following 
provisions: 


1. Taxpayers must register with local tax authorities for tax payment 
within 30 days after they are permitted to begin or stop business opera- 
tions by industrial and commercial administrative departments. If they 
need to change lines of production, reorganize staff, merge operations 
with others or change the names of their enterprises, they should follow 
the procedures for the modification of the registration for tax payment 
within 15 days after the changes by presenting business licenses renewed 

by industrial and commercial administrative departments at the county level 
(or county-level) equivalent in areas where they are located. They should 
also pay taxes due before the changes within the prescribed period. 


Foreign enterprises, joint Chinese-foreign ventures, foreign investors 
and foreigners should register for tax payment with local tax authorities 
in areas where they are located by presenting the identification of 
nationality and the original paper and copies of approval for business 
operations (all papers should be printed in the Chinese language). 


2. Tax-related items in economic contracts (including contracts with 
foreign investors, companies and enterprises) should be examined and app- 
roved by local tax authorities before the contracts are signed by taxpayers. 
Copies of the contracts should be sent to the tax authorities to be examined 
after they are signed. 
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3. Taxpayers should make reports according to the facts, voluntarily 
pay taxes and not delay tax payments. Those who are allowed tax reduc- 
tions and exemptions by the tax authorities should also file tax returns 
on tax reductions and exemptions and production operations within the 
prescribed period. 


4. Taxpayers should send financial and accounting statements simultaneously 
to their supervisory departments and local tax authorities. Taxpayers’ 
business operations must be subject to the examination and supervision of 


the tax authorities. Taxpayers should voluntarily provide pertinent receipts 


and information. They may not conceal facts or make false reports. 


5. Taxpayers engaging in country fair trade must abide by the rules of 
the industrial and commercial administrative departments and tax authorities 
concerning market management and taxes. They may engage in business opera- 
tions only by displaying certificates (papers approved by industrial and 
commercial administrative departments for business operations and certifi- 
cates of refistration for tax payment). 


If regular industrial and commercial units sell products or provide labor 
services in towns and cities other than where they are registered, they 
should follow the procedures for the registration of tax examination in 
cities and towns where they make the sales by presenting "Certifications 

of Tax Control for Regular Industrial and Commercial Units Selling 
Commodities to Areas Other Than Where They Are Located." After following 
such procedures, they can pay taxes to their home towns and cities. Other- 
wise, they have to pay taxes to areas on the income accruing from the sales 
they make in those areas. 


Individuals with industrial and commercial licenses who come from other 
provinces to engage in business activities in our province should pay 
taxes to the tax authorities in areas where they do business. Licensed 
individuals engaging in business activities in counties other than where 
they live should pay taxes to the areas where they do business. Licensed 
individuals engaging in business activities within the limit of their home 
counties can pay taxes to their local authorities. If they engage in 
business activities in neighboring counties (including counties in neigh- 
boring provinces), they can also pay taxes to their local tax authorities 
after their local tax authorities gain approval from tax authorities 

in areas where they do business. 


Article 3. All tax laws promulgated by the state and all pertinent rules 
and interpretative documents issued by the Ministry of Finance and the 
General Tax Bureau must be strictly implemented to protect the centrali- 
zation and unity of tax policies. All provisions that a province is 
authorized to make must be transmitted by the provincial government in 
accordance with the tax control system. The provincial financial office 
and tax bureau can make detailed rules and interpret tax policies when they 
are authorized to do so by the provincial government. The rules and inter- 
pretations of tax policies made by other departments are invalid. Tax 
authorities at all levels have the right to refuse carrying out such rules. 








Tax policies should be enacted and interpreted by the tax authorities. 

If taxpayers disagree with the authorities, they should first pay taxes 

as prescribed and then repurt their opinions to higner tax authorities to 
be reconsidered. Taxpayers must not use any excuse to refuse paying their 
taxes. 


Article 4. The system of standard receipts should be reestablished through- 
out the province. All enterprises, institutions and individual business- 
men must issue the "standard receipts of Yunnan Province" to the other party 
when they gain profits by engaging in industrial production, communications 
and transportation, construction and installation, buying and selling of 
farm and sideline produce, imports and exports, commercial undertakings 

and labor service industries. All enterprises, institutions, organizations, 
schools, military units, people's communes and their subordinate units must 
acquire the "standard receipts of Yunnan Province" before they pay for the 
products and commodities they purchase or the processing and labor services 
they receive in Yunnan Province. Only with such receipts can they enter 
such expenses into their account books. 


The provincial government should authorize the provincial tax bureau to 
formulate and promulgate the “interim Procedures for the Control of the 
Standard Receipts of Yunnan Province." Public security, banking and 
industrial and commercial administrative departments and all departments 
in charge must actively support and cooperate with the tax authorities to 
do a good job in controlling the standard receipts. 


Article 5. The tax authorities may levy taxes on the income of taxpayers 
engaging in business operations after auditing their accounts, or they may 
prescribe a certain amount of taxes for a certain time limit. The tax 
authorities should issue tax payment assessing statements to taxpayers 
after assessing their lines of production, applicable tax rates, links in 
the tax payment chain, prices on which tax calculations are based and time 
limits for tax payments. If taxpayers change their lines of production 

or if tax policies change, the tax payment assessing statements must be 
modified in a timely manner according to pertinent regulations. 


Article 6. The tax authorities should impose severe punishments on tax- 
payers who have delayed, evaded and refused tax payments, in accordance 
with state laws and tax provisions. 


1. Taxpayers should be fined for overdue taxes. If they continue to delay 
their overdue tax payments, their banks will be notified to deduct the 
amount of overdue taxes and fines from their bank deposits. 


2. Those who have evaded taxes should be given a time limit to make up 
the balance they have underpaid or have not paid at all. If they fail to 
do so, in addition to the original amount of taxes they will have to pay 
a fine of up to but not exceeding five times the amount of the tax that 
was underpaid or not paid, in accordance with the seriousness of the case. 
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3. Those who have evaded and refused to pay taxes, thereby committing 
serious crimes by violating Article 121 of the “Criminal Law of the People's 
Republic of China"; those who have beaten tax collectors and attacked tax 
authorities, thereby committing crimes of using violence and threats to 
hamper state employees from fulfilling their duties in violation of Article 
157 of the "Criminal Law of the People's Republic of China"; those who have 
stolen or robbed tax money; those who have counterfeited tax payment receipts, 
official seals and certificates; and those who have impersonated tax col- 
lectors must be sent to judicial departments to be punished according to 

the law. 


4. Units and personnel who have helped taxpayers evade taxes will be made 
to take political and economic responsibility on discovery. 


Article 7. Units and individuals who have violated these provisions by 
failing to register for tax payment, file tax returns and submit pertinent 
tax statements and information, refusing to cooperate with tax authorities 
in auditing and violating regulations concerning sales to other localities 
should be criticized and educated in accordance with the seriousness of 
their cases. Units should be fined up to 5,000 yuan and individuals should 
be fined up to 500 yuan. 





Article 8. All fines and surcharges imposed on enterprises due to vio- 
lations of tax regulations may not be included in their costs of produc- 
tion and should be paid with their own funds. Departments in charge should 
investigate and determine the responsibility for such violations and impose 
economic sanctions on unit leaders and/or personnel directly in charge, 

in accordance with the seriousness of the cases. 


Article 9. If units and individuals whish to ship or mail taxable pro- 
ducts such as tea leaves, brown sugar and pipe tobacco beyond the amount 
allowed by the tax authorities, they must present the tax payment vouchers 
issued by the tax authorities or the "standard receipts of Yunnan Province" 
to communications and post offices. They should pay taxes on the taxable 
products they want to ship or mail before they can go through the procedures 
for shipment and mailing. The tax authorities may authorize communications 
and post and telecommunications departments to deduct taxes. 


Article 10. With the approval of the county (city) people's governments, 
the tax authorities may set up tax checkpoints on important lines of com- 
munications or necessary locations to check taxable goods. Inspection 
groups may be organized to police activities of tax evasion and cases of 
violations. When necessary, public security departments should help tax 
authorities conduct tax inspections. 


The tax authorities may also organize the masses to form tax support and 
protection groups to strengthen the tax control for country fairs and 
individual businessmen. Those who have made achievements in supporting 
and protecting taxes policies should be awarded by the tax authorities. 


38 





Article 11. Everybody has a right to expose and inform against violations 
of tax laws. Informers' names should be kept confidential by the tax 
authorities. They should be applauded and properly encouraged after 
verification of the cases. Informers may not be attacked or retaliated 
against. Violators should be severely punished according to the law. 


Article 12. When handling tax violation cases, the tax authorities should 
issue an official "Notice of Tax Violation and Disposition of Case" to tax 
violators. If violators disagree with the disposition of their cases, 
they may apply for reconsideration by higher tax authorities within 15 
days after they receive the notice. 


Article 13. Tax personnel should set an example for others in abiding by 
tax laws, be honest in performing their official duties, actively publicize 
tax policies and accept the supervision by the masses. Those who enforce 
the law but violate the law engage in malpractices for selfish ends should 
be given heavier punishments after verification. 


Article 14. The right to enact and interpret these provisions resides with 
the provincial tax bureau. 


Article 15. These provisions will go into effect on the same day they are 
received. If any pertinent regulations issued in the past contradict with 
these provisions, these provisions should be considered correct. 


12302 
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FINANCE AND BANKING 


GUIDELINES FOR ISSUING EQUIPMENT LOANS ESTABLISHED 
Beijing JINGJI RIBAO in Chinese 6 Feb 84 p 1 


[Article by reporter Yin Ke [1438 0344]: "The Chinese Industrial and 
Commercial Bank Set Forth Guidelines for the Release of Intermediate- and 
Short-term Equipment Loans" ] 


[Text] The Chinese Industrial and Commercial Bank set forth the following 
guidelines for the release of intermediate- and short-term equipment loans 
in 1984: Stress should be placed on supporting the renovation and trans- 
formation of the energy, communications and transportation industries; 
priority should be given to making arrangements for the technical trans- 
formation of light and textile industries; continuous efforts should be 
made to support the 550 major technical transformation projects of the 
electronics industry and the technical transformation of metal and raw 
material industries; and vigorous efforts should be made to help medium 

and small enterprises import advanced technology. In 1983 all local banks 
gradually began using the major part of the intermediate- and short-term 
equipment loans to support the technical improvement of existing enterprises. 
They helped enterprises import new technology, adopt new techniques and 
improve equipment composition, technological structure and product mix. 

They also devised plans and established priorities in promoting the technical 
transformation of different industries. According to statistics, in 1983 
China issued more than 5 billion yuan of intermediate- and short-term equip- 
ment loans to support more than 20,000 technical transformation projects. 
About 10,000 projects were completed and put into operation in 1983. It 

is estimated that these projects can create over 12 billion yuan of output 
value, 1.5 billion yuan of taxes and profits for the state and many readily 
marketable light and textile products for the market. This not only can 
spur enterprises to improve the quality of products, increase the variety, 
reduce costs and raise the standards of technical equipment but can also 
help increase market supplies and withdraw currency from circulation. 


This year's intermediate- and short-term equipment loans will mainly be 

used to support enterprises in adopting new technology. Priority will be 
given to supporting the utilization and popularization of scientific and 
technological achievements. The Industrial and Commercial Bank urged all 
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branch offices to maintain strict control over the amount of loans and 
keep it below the ceiling. Arrangements should be made to guarantee pro- 
jects under construction and key projects and to suppress general projects. 
At the same time, banks should strengthen the investigation and management 
of loan projects, ensuring that intermediate- and short-term equipment 
loans are not used for capital construction projects, extrabudgetary pro- 
jects and projects to expand the production capacity of goods already in 
ample supply. Enterprises without sufficient self-pooled funds or which 
are unable to pay construction taxes will not be granted loans. Projects 
without a guaranteed ability to repay will not be granted loans either. 
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FINANCE AND BANKING 





NINGXIA FINANCIAL INSPECTION ACHIEVES SUCCESS 
Yinchuan NINGXIA RIBAO in Chinese 1 Feb 84 p 1 


[Article by Yu Chunqun [7625 2504 5028]: "Our Regional Financial Inspec- 
tion Scores Good Achievements" ] 


[Text] The regional financial inspection has scored achievements. By the 
end of 1983, the inspection had discovered 15.4 million yuan in violations 
of economic and financial discipline. Of the 6 million yuan that could 

be recovered, 3 million has already been delivered to the state treasury. 


After the State Council and the regional people's government transmitted 
the relevant documents, leaders at all levels attached great importance 

to the financial inspection and formed leading groups and organs for it. 
The number of people involved and the momentum and scope of this financial 
inspection were rarely seen in previous inspections. Over 2,000 cadres 
were transferred to form 425 inspection groups. They inspected 97 percent 
of the 3,400 independent accounting units in the region. Most violations 
discovered in this inspection were tax evasions. Based on the findings 

of this inspection, 47.2 percent of all state-run enterprises, 58.8 percent 
of all urban and rural collective enterprises and 70 percent of all indi- 
vidual commercial households evaded taxes. Unauthorized use of capital 

and illegally retained and used profits amounted to as much as 5 million 
yuan. Other problems such as issuing excessive bonuses, subsidies and 
bonuses in kind, holding banquets, giving away gifts, engaging in extra- 
vagance and waste, violating state stipulations, illegally increasing 

the prices of the means of production, illegally raising spending standards, 
illegally expanding the spending scope and purchasing state-controlled 
commodities without authorization all exist in varying degrees. 


Departments concerned are dealing with these problems in line with state 
stipulations. 
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FINANCE AND BANKING 


BRIEFS 


GUANGDONG TREASURY BONDS SUBSCRIPTIONS--This year Guangdong Province wil! 
subscribe to 230.4 million yuan of state treasury bonds. On January 24 the 
provincial people's government issued "PRC Regulations for Treasury Bonds in 
1984" and gave notice. It requires each region according to total distribution 
to guarantee the completion of their allotted tasks for treasury bonds. The 
notice states that all areas must strengthen its leadership for work in 
marketing treasury bonds and resolutely perform propaganda and mobilization 
work. They must cause the broad masses of people to recognize that the 
purchase of treasury bonds is the glorious duty of each citizen and arouse 
them enthusiastically to make a purchase according to their economic 
capability. [Text] [Guangzhou NANFANG RIBAO in Chinese 27 Jan 84 p 1] 12437 
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MINERAL RESOURCES 


PROSPECTS FOR GRAPHITE MINING IN HEILONGJIANG 
Harbin HEILONGJIANG RIBAO in Chinese 1 Feb 84 p 2 


[Article by Wu Zhenhuan [0702 2182 3883] of the Heilongjiang Provincial 
Bureau of Geology and Minerals: "A Bright Prospect for Graphite Mining 
in Our Province"] 


[Text] Natural graphite could be a new resource suddenly coming to the 
fore in the mining and ore processing industries in Heilongjiang Province. 


Our province has abundant graphite resources. Graphite deposits are spread 
all across the vast eastern mountainous region that includes Muling, Jixi, 
Linkou, Boli and Huanan Counties and Shuangyashan City. How much graphite 
does this area really have? It has more than half of China's total deposits 
(not including Taiwan). According to available information, it is estimated 
that there is more graphite in this area than in any other country in the 
world (except the Soviet Union). Therefore, Heilongjiang is the most 
important graphite mining province in China. 


Our province is rich in graphite resources, but there is much to be desired 
in our graphite mining and production. In 1980, graphite mines at and above 
the county level in China produced 120,000 tons of graphite. Our province 
only produced 20,000 tons. Our quality was also poorer and our variety less 
than in Shandong Province, which has similar geological conditions but only 
10 percent of the graphite deposits that we have. Of the 40,000 tons of 
graphite China exported in 1981, only 10,000 tons were produced by our 
province. 


The Liumao Graphite Mine is the best-managed graphite mine in our province. 
It has the largest deposits in China; its graphite output is 80 percent 

of the province's total. By comparing it with the Nanshu Graphite Mine, 
the major graphite mine in Shandong Province, we can locate problems in 

our own graphite production. The Liumao Graphite Mine has better natural 
conditions. Its graphite ores are of higher grades and its deposits are 
larger--eight times as much as that of the Nanshu Graphite Mine. However, 
its output is about the same as that of the Nanshu Graphite Mine. This 
indicates that it urgently needs to expand the scale of production. Second, 
the Liumao mine has a low rate of ore recovery. Even its tailings have 
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higher grades than the unseparated ores in the Nanshu mine. This phenomenon 
also exists in other graphite mines in our province. This is a serious 
waste of natural resources. Third, the output of the Liumao mine is about 
the same as the Nanshu mine, but its output value is only half as much. 

Its total profits are only 18 percent of the latter's; its labor productivity 
is only 66 percent of the latter's. The major cause of this phenomenon is 
the poor quality and limited variety of graphite products in the Liumao 
mine. The Liumao mine can produce only low-priced, low-carbon industrial 
protective cinders, but the Nanshu mine can produce a variety of products 
including graphite colloid, graphite sealing washers, graphite crucibles 

and carbon rods which can be priced at several thousand to tens of thousands 
of yuan per ton. According to investigations, large and small graphite 

ores are expensive and in great demand in international markets, but mediun- 
sized graphite ores do not sell very well. We should proceed from the market 
needs and vigorously produce readily marketable products. Due to the "“dis- 
persed structure” of graphite, once a plant purchases graphite ores from 

a certain mine it cannot easily switch to another mine. Because of this 
situation, once a market is opened up, it can be maintained. The inter- 
national market annually demands 400,000 tons of graphite, but graphite- 
producing countries can supply only 200,000 tons. Therefore, there is 

a very bright future in graphite exports. Judging by the prices, graphite 
products are also on the rise. The prices of some graphite products have 
increased 10 times. Based on this, we can tell there is a bright prospect 
for developing graphite mining and processing industries in our province. 
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MINERAL RESOURCES 


BRIEFS 


MINERAL RESERVES COMMITTEE--A provincial mineral reserves committee was estab- 
lished recently. Zhang Bin, vice governor; (Li Wenyuan), deputy director of 
the provincial planning committee; and (Chen Sijing), head of the provincial 
geologic and mineral bureau, are appointed chairman and vice chairman of the 
committee. Leading comrades of nine departments and units in the province, 
including those which are directly under the central authorities, are appointed 
members. The office of the committee is located at the provincial geologic 
and mineral bureau. The provincial mineral reserves committee will manage 

the province's mineral resources in a unified way; will examine and approve 
geologic prospecting reports; will formulcte standards of geologic and min- 
eral resources prospecting; will carry out research on mines and methods of 
prospecting; and will inspect and supervise the development, utilization, 

and protection of mineral resources. [Text] [HKO90751 Xian Shaanxi Provin- 
cial Service in Mandarin 0500 GMT 9 Apr 84] 
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CONSTRUCT LON 


JEIFANGJUN BAO URGES BUILDING BEAUTIFUL CAPITAL 
OW311312 Beijing Domestic Service in Mandarin 0200 GMT 31 Mar 84 


[Text] JIEFANGJUN BAO on 31 March carries a commentary entitled: "Build a 
More Beautiful Capital." 


The commentary points out that Beijing is the heart of the great motherland, 

a world-famous city, and a place to which people of all nationalities through- 
Out the country aspire. The commentary says that the CPC Central Committee 

has paid great attention to the construction of the capital since th 3d Plenary 
Session of the llth CPC Central Committee. 


In April 1980 the CPC Central Committee Secretariat issued a four-point in- 
struction on the capital's development policy. In July 1983 the CPC Central 
Committee and the State Council again gave an important written reply on the 
overall development plan of Beijing's urban construction, pointing out that 
as the capital of our great socialist motherland and the political and cul- 
tural center of the country, Beijing ‘'s urban construction and development 
of all undertakings must subordinate and fully reflect the requirements and 
character of the city. Efforts should be made to create a continuously im 
proving environment for the CPC Central Committee and State Council to lead 
the country's work and conduct international exchanges, to create a better 
living and working conditions for the people in the city, and to set an ex~- 
ample for other cities in the country in building socialist material and 
spiritual civilizations. 


The central authorities’ instruction and written reply profoundly summed up 
both the positive and negative experience acquired in the construction of the 
capital in the past 30 years or more and clearly point out a direction for 
the urban construction of the capital and other undertakings in the days to 
come. They are programmatic documents for correcting things which have been 
thrown into disorder and for crating a new situation in the construction of 
the capital. 


The overall development plan for Beijing's urban construction, which was ap- 
proved by the CPC Central Committee and State Council, outlines the grand 
blueprint of Beijing's future and displays the splendid prospects of a modern 
capital with a highly developed socialist civilization. It is a heartening 
and inspiring development plan. 
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The commentary says that the central authorities’ instruction and written 
reply must be implemented in an all-round way and the blueprint of the over- 
all development plan must be realized. Both require hard work and strenuous 
efforts over a long period of time. 


This is not a glorious task for only the people in the capital. Comrades in 
the entire army should also be concerned with and support the capital's urban 
construction and the development of all undertakings. The vast number of 
commanders and fighters in organizations and units stationed in the capital, 
particularly, should regard their participation in the support for the 
capital's construction as an unshirkable duty. 


The commentary says that to strengthen the leadership over theplanning and 
construction of the capital, the CPC Central Committee and State Council de- 
cided to form a committee on the planning and construction of the capital. All 
organizations and troops stationed in the capital should respect and support 
the committee's work with regard to urban construction and conscientiously 
subject themselves to the unified leadership of the committee. It is neces- 
sary to proceed from the overall situation of the capital's construction to 
educate all the cadres and fighters to implement Beijing's overall urban 
development plan and other relevant laws and regulations in an exemplary 
way. On no account should each do what they think is right and go their own 
way. 


In conclusion, the commentary says that the central authorities’ instruction 
and written reply represent an important guide for Beijing's undertakings and 
reflect the characteristics of a capital's construction. They also emobdy the 
basic policy and some common principles for building a modern socialist city 
with peculiar Chinese characteristics. 


Troops stationed in cities of all localities should earnestly study the guide- 
lines of the central authorities’ instruction and written reply, proceed from 
the actual conditions of their units and the cities where they are stationed 
to build spiritual civilization along with the people, and make contributions 
to creating a new situation in the construction of cities in all localities. 
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CONSTRUCTION 


JIANGSU PEASANTS BECOME CONSTRUCTION WORKERS 
OWO 70830 Beijing XINHUA in English 0830 GMT 7 Apr 84 


[Text] Nanjing, 7 Apr (XINHUA)--One hundred and fifty thousand peasants in 
Jiangsu Province who are now skilled construction workers have joined companies 
which contract to build workshops, apartment buildings and public utility 
projects in other provinces and regions this year. 


Since 1979, Jiangsu Province has been sending a total of 500,000 skilled 
builders to work in 24 provinces, autonomous regions and municipalities in- 
cluding Guangdong, Liaoning, Xinjiang, Inner Mongolia and Shanghai. The 
peasant-construction workers in each county of the province have been organized 
into companies. 


These units, led by a county official spend eight months of the year from 
April through November outside the province working on construction projects. 
Temporary lodgings are arranged for them near the worksites by local building 
departments. 


The Jiangsu prcvincial government has allocated 5.5 million yuan over the 
past four years to help the companies purchase mechanized construction equip- 
ment. Building technical schools have been set upin many counties and train- 
ing courses are given to peasants who want to learn building skills. 


Officials said the income earned by these construction companies last year 
reached 930 million yuan. Of this, 186 million yuan was paid in taxes to the 
state and 158 million yuan paid in management expenses to the local govern- 
ments. [A total cf] 406 million yuan was used to cover management expenses 
including workers’ transport and accommodation charges and went to collective 
eccumulation funds to refurnish the equipment of the companies and expand 
rural public utilities and develop rural industries and commercial services. 
The 150,000 construction workers average 12,000 yuan in wages for the 
eight-month period. 


Jiangsu provincial officiale said contracting for construction work is one 

way to boost the rural economy and solve the problem of surplus labor force 
in the countryside. Jiangsu has a population of 60 million with only 0.08 

hectares of cultivated land per person. 
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CONSTRUCTION 


BRIEFS 


TANGSHAN WATER PROJECT TUNNEL--Shijiazhuang, 8 Apr (XINHUA)--With the comple- 
tion of a 1,735-meter tunnel, 65 percent of the work has been finished on a 
project to bring water to Tangshan, a major mining center in North China. 

The city was almost destroyed in the earthquake of 1976 and is now being re- 
built on an even larger scale. The tunnel at Shalingzi is one of the seven 
tunnels totalling 7,500 meters in length on the 330 million yuan (about 165 
million U.S. dollars) project, which also includes laying pipes and building 
aqueducts and a 13,600 kilowatt hydropower station. The water diversion proj- 
ect, a key item on the state agenda, is expected to draw 800 million tons cf 
water a year from the Luanhe River in the eastern part of Hebei Province to 
Tangshan City, now experiencing an industrial boom. More than 61,000 hectares 
of farmland along the water diversion route will also benefit from the project, 
which was started in 1978. More than 17,000 builders are working on the pro- 
ject night and day in an effort to finish it by the end of this year. The 
project to divert water from the same river to Tianjin was completed in Sep- 
tember 1983 and water is now flowing to the city that long suffered from 
water shortage. [Text] [0W081143 Beijing XINHUA In English 1119 GMT 8 Apr 84] 


TIANJIN PUBLIC UTILITY CONSTRUCTION--Tianjin, 8 Apr (XINHUA)--Tianjin's first 
coal gas plant now under construction will be completed by the end of this 
year and this project will enable 100,000 households to use coal gas for cook- 
ing. This is part of the city's drive to speed up construction of public 
utility projects. Work will also start on another coal gas plant this year. 
After completion of the two gas plants, gas will account for over 68 percent 
of the city's household fuel consumption. The Tianjin Municipal Government 
is making feasibility studies for a gas plant at the Jiyu coal mine intended 
to be built with foreign investment. Tianjin is one of the 14 coastal cities 
to be open to foreign investors, according to a recent central government de- 
cision. Other public utility projects to be completed this year include a 
sewage treatment plant with a daily handling capacity fo 260,000 tons and a 
7.4-kilometer long underground railway. Also scheduled for completion is a 
water diversion project from a reservoir on the northern outskirts to Tanggu, 
where the Tianjin harbor is located, to alleviate water shortage there. 
[Text] [OW081005 Beijing XINHUA in English 0859 GMT 8 Apr 84] 


PLANNERS TRAINED IN SHANDONG--Beijing, 12 Apr (XINHUA)--Shandong Province 
has trained 37,000 village and town planners since 1980, according to today's 
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ECONOMIC INFORMATION. One to four month courses have been offered at various 
places in the province to train persons engaged in planning construction, 
engineering, power supply, water supply and discharge communication and 
greening projects. By the end of 1983, the province already mapped out plan- 
ning for about half of the villages and towns. [Text] [0W121428 Beijing 
XINHUA in English 1241 GMT 12 Apr 84] 
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DOMESTIC TRADE 


ECONOMIC THEORISTS, WORKERS EXCHANGE PRICE REFORM IDEAS 


Beijing JIAGE LILUN YU SHIJIAN [THEORY AND PRACTICE OF PRICING] in Chinese 
No 1, 20 Jan 84 pp 6-14 


[Article: "Meeting of Economic Theorists and Workers Invited by This 
Publication To Discuss Price Reform Problems" ] 


{Text ] A forum on the problems of price reform was attended by a number of 
economic theorists and workers at the invitation of this publication on 

5 November 1983. The following is a record of the proceedings. (It has 
not been checked and approved by the participants. The editorial department 
of this publication is responsible for any inaccuracies that may occur.) 


Those attending the forum are listed below (in order of the number of 
strokes in their surnames): 


Wang Zhuo [3769 3820] (Committee for Organizational Reform of the State 
Council) 


Wang Yongzhi [3769 3056 3112] (Beijing University) 
Kuang Rian [6782 2480 1344] (State Commodity Price Bureau) 
Xu Yi [6079 3015] (Financial Research Institute of the Ministry of Finance) 


He Jianzhang [0149 1696 4545] (Economic Research Institute of the State 
Planning Commission) 


Ji Lung [1323 7893] (Ministry of Light Industry) 

Zuo Mu [0146 3668] (Economic Research Center of the State Council) 

Su Xing [5685 2502] (RED FLAG MAGAZINE) 

Hu Bangding [5170 6721 1353] (chief editor, JIAGE LILUN YU SHIJIAN) 
Gu Shutang [6253 2579 1016] (assistant editor, JIAGE LILUN YU SHIJIAN) 


Zhang Chunyin [1728 4783 7299] (Economic Institute, Chinese Academy of 
Social Sciences) 
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Zhang Zhuoyuan [1728 0587 03371 (Finance and Trade Institute, Chinese 
Academy of Social Sciences) 


Hu Changnuan [5170 2490 2541] (China People's University) 
Luo Gengmo [7482 5087 3351] (Chinese Academy of Social Sciences) 
Huang Da [7806 6671] (China People's University) 


Lu Nan [6424 0589] (Commodity Prices Research Institute of the State 
Commodity Price Bureau) 


Dai Yuanchen [2071 0954 2525] (Economic Research Institute, Chinese Academy 
of Social Sciences) 


Zhao Xinghan [6392 5281 3352] (Editorial Department, JIAGE LILUN YU SHIJIAN) 
Wang Ziqiang [3769 1311 1730] (Editorial Department, JIAGE LILUN YU SHIJIAN) 


Gu Shutang: We are very pleased to have you attend this meeting. I would 
first like to ask Comrade Hu Bangding to state the purpose of this meeting 
before we engage in an exchange of views. 


Hu Bangding: In his report to the 12th National Congress of the CPC, Com- 
rade Hu Yaobang pointed out that while maintaining the basic stability of 
commodity prices, we should bring about a systematic reform of the price 
system, the price control measures and the labor and wage systems and estab- 
lish a system of economic control that would meet the requirements of our 
country so as to ensure the healthy development of the national economy. 
It seems obvious that unless the price system is set on a sound basis, it 
would be difficult to render an economic accounting of the enterprises, 
improve eccnomic effectiveness and proceed with the four modernizations 
projects of construction. The reform of the price system has assumed such 
importance that it must be dealt with as a matter of urgency. However, in 
view of the need to maintain the basic stability of commodity prices, the 
reform of the price system is a most complicated issue. Involving as it 
does every department of the national economy, it necessitates the use of 
various economic levers in a coordinated manner. We must fully appreciate 
the complexity of the problem and proceed with caution. Today, you are 
requested to express your views on the two problems so that through a dis- 
cussion of the theories and practical aspects of pricing, the vast number 
of workers concerned with economic theories and commodity prices may come 
to appreciate the importance of the matter. 


Luo Gengmo: I would like to propose that a guideline be set and that we 
discuss the theories of pricing without losing sight of the practical aspects 
of the problem. 


Dai Yuanchen: First of all, it is my opinion that it is imperative to 
reform the price system. In the absence of an overall understanding on our 
part of the problem while implementing the policy of stabilizing commodity 
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prices, we rarely readjusted commodity prices over a number of years. They 
were in fact frozen during the 10-year period of turmoil. Thus, a number of 
problems have cropped up in the pricing area. We should be aware of the 
close relationship between commodity prices and the issuance of currency. 
The use of administrative measures to control commodity prices is effective 
only when the prices of certain commodities can be controlled. There are, 
however, other commodities whose prices cannot be controlled. Thus, the 
parity between various commercial commodities has become increasingly 
inequitable. The most important economic information has to do with prices, 
while the major lever in competitive production is also that of prices. 

Due to the inequitable parity in the prices of certain commodities, prices 
have exerted a countereffect on the adjustment of commodities. As a result 
of the inequitable price structure, commodities in abundant supply are 
being produced in increasing quantities while commodities in short supply 
are being produced in decreasing quantities. 


Second, how do we go about reforming the price structure? It is my opinion 
that in order to put prices on an equitable basis, we should readjust the 
prices of commodities which exert a countereffect on the adjustment of the 
supply of various commodities. The work of forecasting the price range is 
of great importance. It calls for accuracy and timeliness in projecting 
theoretically the prices of various commodities. 


Third, price reforms can only be undertaken step by step and problems can 
only be solved one at a time. Some departments have stressed the importance 
of doing the right thing at the right time. I am inclined to agree with 
this point of view under the present financial and economic circumstances 

in our country. We should confine price readjustments within certain 
limits. We can take a longer stride when conditions are favorable and a 
shorter step when they are not. That is what is meant by doing the right 
thing at the right time. 


Fourth, even when a short step is taken, a stop should not be put to price 
movements. In readjusting prices in the past, we encountered certain prob- 
lems. If we are to raise the prices of raw materials and not permit higher 
prices for the finished products, we would be guilty of contradiction. If 
we are to adopt the practice of paying subsidies for certain basic products, 
we would end up by paying subsidies to 100 enterprises instead of 1 and 

find ourselves in an untenable position. For this reason, we must consider 
the effect which the readjustment of prices of certain commodities is 

likely to have on a whole range of products. 


It goes without saying that any readjustment in one series of commodities 

is bound to exert an effect on other commodities. Consideration must be 
given to this type of lateral reaction. If we are to give overall consid- 
eration to the problem, then we must undertake reforms on an overall basis. 
Thus, we must give adequate consideration to the vertical as well as lateral 
effects of price changes. That is what is meant by moving ahead by taking 

a series of short steps. 
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Fifth, it should be understood that we must not bring about price reforms 
by adopting makeshift measures. At present, different prices are being 
charged for certain commodities, so that there is no uniformity in pricing. 
Unless a clean break is made, there is no way to bring about a remedy. We 
must undo what mistakes we have made in the past and exercise great care in 
deciding what to do in the future. 


Xu Yi: As regards doixg the right thing at the right time, the important 
thing is that we should have a full understanding of the present economic 
situation. We must not overlook the fact that there is still a deficit in 
our budget. 


Our price system is presently riddled with problems. Prices which are 
unreasonable and which fail to reflect the true value of commodities make 
it difficult to gauge the economic effectiveness of the enterprises and to 
develop production. However, can all the problems be attributed to the 
price structure? That is a question which merits serious study. Coal, for 
instance, is being sold at prices other than the standard price. Failure on 
the part of the coal mines to take into account the cost of production is 
commonplace. Nevertheless, not all the coal mines are operating at a loss. 
The fact that there are those which operate at a profit goes to show that 
not all problems can be attributed to the price structure. At the moment, 
many enterprises are clamoring for price increases not because the prices 
are low but because of their desire to make higher profits. However, 
increasing prices across the board is not the same as reforming the price 
structure. The desire on the part of the enterprises to increase prices to 
increase profits is a problem which must be dealt with. 


My opinion is that price reforms entail the readjustment of a whole range of 
commodities. This readjustment requires the readjustment of the price 
parities of the various commodities as a start. At the moment, too tight 

a control is clamped down on requests to increase prices for commodities 

with improved designs and colors. Such requests are being rejected as 
attempts to increase prices under false pretenses. As a consequence, 
commodities with the same designs and colers are being turned out year 

after year. If slight price increases are permitted, large quantities of 

an assortment of products with new designs and colors will be made available. 
No objection is likely to be raised by the consumers and such price increases 
will not be held responsible for contributing to the instability of commodity 
prices. 


Zhang Chunyin: It is obvious that price reforms are a matter of urgency. 

Not long ago, I had occasion to make an investigation trip to two coal mines. 
According to my findings, much harm is being done by the inordinately low 
price of coal. 


First, it hampers the development of production. While coal production 
throughout the nation came to only 600 million tons last year, the amount 
projected for the end of the century is 1.2 billion tons, a task that cannot 
easily be accomplished. The low price of coal at the present time is not 
calculated to encourage the coal mines to step up their production. 
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Second, it does not serve to promote the conservation of energy. While 
loans are being extended to the consumers for bringing about technical 
reforms in energy conservation, the money saved in conserving the use of 
coal falls short of the interest rate paid for the loans. 


Third, it is not calculated to speed up the phasing out of backward enter- 
prises. One reason some enterprises which should not continue to operate 
cannot be persuaded to cease operations or to convert to other operations 
is the low cost of coal. Because the cost of production bears no relation- 
ship to reality, even the backward enterprises stand to make a profit. 


Fourth, the unreasonably low cost of coal is only one of the factors 
responsible for the chaotic state insofar as the price of coal is concerned. 
Another factor is the shortage of coal. The coal mines resort to all kinds 
of pretexts to raise the price of coal, and because they need the coal, the 
consumers have no alternative but to accede to their demands. 





While readjusting the price of coal, we must put the price structure in 
proper order by not allowing price increases under a variety of pretexts. 


Luo Gengmo: I would like to share with you certain ideas. 


First, the reform of the economic system involves various economic relation- 
ships. The price structure itself is a problem which must be dealt with on 
an overall basis. We must take note of the tendency to use the price struc- 
ture as a means to put across ideas of an extraneous nature. It is some- 
times used to support certain economic theories. At the moment, the most 
pressing problem in the price structure is the unreasonable price parity 
among various commodities. Since major reforms in the price structure may 
well lead to substantial price increases, any proposal to reform the price 
structure is likely to meet with resistance. Nevertheless, reforms must be 
made. Because of our failure to bring about reforms in the price structure 
to go with economic reforms several years ago, we were not able to bring 
about a more thorough reform of the economic system. In reforming the price 
structure, we tended to move by fits and starts. Because we tended to come 
to a halt after having made a move, we were unable to synchronize our efforts 
and to set a benign chain reaction in motion. The reform of the economic 
system can now be said to have come to a stage where the price structure must 
be brought into play. 


Second, many questions must be answered. What chain reactions are the sub- 
stantial price increases of raw materials likely to have on other related 
products? Are the departments which have raised prices likely to make a 
greater contribution to the national treasury or to lighten its load? What 
changes would higher prices have on the profits and the financial state of 
the other departments? Are they likely to trigger a benign chain reaction? 
Are they justifiable? All these questions must be put to the test. 


Third, it would seem rather extreme to determine whether a benign chain 
reaction will be set in motion in the national economy on the basis of the 
price structure alone. It is necessary to analyze in a clear-cut manner 
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what problems awaiting solution in the national economy have anything to do 
with the price structure. Problems that have nothing to do with the price 
structure must be so understood. 


Fourth, although the reform of the price structure must be undertaken under 
certain favorable conditions, it does not follow that all conditions must 
be favorable before reforms can be made. We must bear in mind that reforms 
are a matter of urgency and that the unreasonable price structure is the 
main problem in the work of readjusting the national economy. Any action 
that would be of benefit to the national economy should be taken without 
delay. In our deliberations, special attention should be paid to the 
financial situation and the situation relating to the issuance of currency. 
Careful consideration must also be given ‘o the effect which the readjust- 
ment of the price structure is likely to have on the people's livelihood. 


Fifth, price readjustments have in the past been made on the principle that 
“basic price changes should not be made and that vreadjustments should be 
brought about on a case by case basis." That shouid no longer apply. Bold 
steps must be taken in setting reasonable prices. Il: is only by taking the 
bull by the horns that a positive impact can be made on the national 
economy. However, the assumption should not be made that reasonable 
readjustments of the price structure would lead to the solution of all 
problems. It is my view that the crux of the problem of achieving a 
budgetary balance hinges on production. 


Zhang Zhuoyuan: We should perhaps study what action other countries have 
taken in the readjustment of prices and find out whether or not the read- 
justment of prices would lead to an overall increase in commodity prices. 
We should learn of the circumstances which make it possible for some coun- 
tries to readjust certain commodity prices without causing an overall 
increase in prices. 


The reform of our economic system has reached a stage where we must cope 
vith problems stemming from the price structure. The time has come for us 
to come to grips with the issues. 


Price reforms should be brought about in a way that would not upset the 
stability of commodity prices. Price fluctuations should be confined to 
within a certain limit and a certain range. A security line must be drawn. 


It is my opinion that the major problem presented by the unreasonable price 
system is not the gap that exists between prices and the value of commodi- 
ties but the unreasonable price parity among various commodities. It is 

for this reason that in reforming the price structure, it is first necessary 
to readjust the parity of prices. 


I am in support of the principle that price reforms should be introduced 
only when there is a basic stability in commodity prices in the market. 
There are times when a slight increase in the general level of commodity 
prices cannot be avoided. The rate of increase must not, however, exceed 
the rate of interest paid for bank deposits. 
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Lu Nan: In bringing about price reforms, some foreign countries also 
readjust the tax rates at the same time. We should learn from their 
experience and not seek to introduce all reforms by reforming the price 
structure alone. 


Xu Yi: Reforms should not be brought about separately and without reference 
to one another but in a coordinated manner. In applying the law of values, 
we must give adequate consideration to the effect exerted by the various 
economic levers. 


lu Nan: Price readjustments have the effect of increasing economic effec- 
tiveness. They must be considered a matter of urgency that permits no 
delay. The readjustment of prices cannot but have its repercussions on 

the budget, the market and the livelihood of the people. These are factors 
which must be taken into account. 


The major problem insofar as price parity is concerned is the lack of coordi- 
nation between the mining and the processing industries. This is a problem 
the solution of which must be given priority when price reforms are being 
undertaken. 


The reform of the entire price system must be undertaken according to an 
overall plan. It must be made stage by stage and step by step. It must be 
undertaken according to the plan set for the year and confined within a 
certain scope. 


At present, one factor which hampers price reforms is the low rate of 
economic effectiveness. 


He Jianzhang: However, the unreasonable price structure also affects 
economic effectiveness. Price reforms must be undertaken step by step. 


Sometimes, a problem is caused when too large or too small a step is taken. 
My opinion is that the major problems must first be dealt with. When the 
situation is more or less under control, we can then proceed step by step 
toward our goal. It is not possible to find a solution to all problems at 
once. We are also inclined to take too big a step at a time. 


Ji Lung: At the moment, the economic situation not only is favorable but 
is also being developed and corrected in the right direction. The price 
situation is likewise favorable. Unlike the situation obtaining some years 
ago, things are now being done at the right time and under favorable con- 
ditions. Except for raw materials and subsidiary foodstuffs, the situation 
regarding the light industrial products such as clothing and articles of 
daily use is most favorable. Production is being developed and consumer 
demands are also ina state of flux. Consumers now demand products that 
are new, beautiful, of good quality and low in cost. Generally speaking, 
light industrial products are being turned out in sufficient quantity and 
their quality is also being upgraded. The situation has undergone an 
amazing change compared to a few years ago when the demand for light indus- 
trial products exceeded the supply and when inferior products were sold at 
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high prices. Due to the supply and demand situation in the market and con- 
sumer resistance, now is not the time to raise the prices of light indus- 
trial products. In view of the trend of developments, there should be 
certain increases and decreases when they are justified. There may be 
situations where minor reductions should be made. 


Due mainly to the readjustment of price parities, the reform of the price 
structure of light industrial products is also inevitable. Certain light 
industrial products in daily use are small in quantity and low in price. 
Since any increase would be in the range of 1 or 2 cents, it is not likely 
to be resisted by the masses. In view of the fact that any increase would 
serve to promote the development of production, the sooner the increases 

are made the better. It does not make any real sense to kevp prices at the 
same level arbitrarily. Certain products should be reduced in price. 

Unless products of an inferior brand are reduced in price, they cannot be 
sold and the enterprises would not be able to survive. If the enterprises 
can no longer continue to operate as a result of price reductions, then 

they should close down, suspend ope.ations, merge with other enterprises or 
engage in other operations. The relaxation of control over the prices of 
small commercial commodities has proved that price changes are not something 
to be feared. In fact, there have been more price reductions than increases. 
If readjustments are permitted to be made in the prices of other light 
industrial products, the price level is not likely to go up. Rather, it is 
likely to remain stable or even to go down. 


Insofar as the light industries are concerned, no threat is posed by any 
reasonable increase in the price of raw materials, because what chain reac- 
tion as may occur can be accounted for. What cannot be condoned is the 
random price increases, the random charging of fees and the indiscriminate 
apportionment of profits which put the price structure in a chaotic state. 
Although some collective enterprises in the light industries are using raw 
materials not included in the plan and are paying twice as much as those 
included in the plan, they are not permitted to charge higher prices for 
their products. If the raw materials included in the plan cannot be pro- 
duced in sufficient amounts to meet the quota, then why is it possible to 
obtain a supply of raw materials sold at negotiated prices? The adoption 
of such practices as negotiating and coordinating prices is to be condemned 
because it puts the ratio of prices completely out of whack. Unless this 
problem is resolved, it would be idle to talk about setting reasonable price 
parities. 


My opinion is that present conditions justify the readjustment of various 
price differences and parities in the price system. A start should be made 
in setting prices according to the quality of the commodities because it 
would serve to promote the upgrading of the quality of the commodities, 
reduce the cost of production and encourage the development of new 

products. The basic way to stabilize commodity prices is to develop produc- 
tion, reduce the cost of production and improve economic effectiveness. 

The huge gap in the relative degree of economic effectiveness among the 
various enterprises goes to prove that there is room for improvement. The 
adoption of the production responsibility contract system by the collective 
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enterprises in the light industries has yielded gratifying results. Because 
the rules and regulations had been drawn up in a timely and healthy manner, 
the implementation of the contract system has not encountered any diffi- 
culties. 


In exercising control over prices, it is necessary to deal with the problem 
of centralization and unification of control and of the exercise of control 
at different levels. My suggestion is that we should relinquish control 
over the prices of certain light industrial products rather than make it the 
sole responsibility of the State Commodity Prices Bureau and the Light 
Industry Ministry. The relaxation of control over the prices of small 
commercial commodities will serve to promote production and result in a 
breakthrough. 


Why is it that some coal mines make money while others operate at a loss? 

1 believe that too much should not be made of accounting and that the rate 
of profit should also be considered. However, the production cost of the 
enterprises has been in a state of confusion for a number of years, so much 
so that it fails to give a clue to the actual situation. It serves no use- 
ful purpose to take account of the rate of profit alone. A certain pressure 
must be put on the enterprises so that they may develop the ability to 
assume responsibility. At the present time, many enterprises need to be 
goaded into action. Such pressure had in the past been put on the light 
industry departments. Although the prices of raw materials have been 
readjusted on a number of occasions, the prices of the products have 
remained unchanged and profit taxes paid into the treasury have not been 
reduced. 


Finally, I wish to emphasize that price reforms should be undertaken as soon 
as possible provided they are justified by the existing conditions. I 
Suggest that active steps be taken to readjust the prices of commodities 
according to their quality and that while stabilizing the prices of brand- 
name products, a certain pressure be exerted on the production units which 
turn out less-known products of an inferior brand. 


Hu Changnuan: It is hoped that the production enterprises will increase 
the prices of their products according to a plan rather than use every 
possible means to raise prices in an indiscriminate manner. 


It is best that any effect resulting from the increase in the price of the 
means of production be absorbed by the materials departments themselves and 
that the prices of the finished products should not be affected. This can 
be done if we go about it in a proper manner. 


An investigation into the situation in the provinces of Jiangsu and Zhejiang 
indicates that too heavy a burden is being placed on the enterprises which 
have to make 10 different kinds of payments such as payment for maintenance, 
natural resources, loan interests, removal of pollutants, insurance premiums 
on assets, bonuses for staff workers, wages to retired workers, incentive 
payments for only sons and daughters, payments for developing talent, includ- 
ing payments of wages for staff workers who have been admitted to colleges 
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and universities, and payments set aside for the children of staff workers. 
Since these expenditures are sanctioned as a matter of policy, there is 

no way to evade their payment. This practice is not conducive to the 
improvement of the economic effectiveness of the enterprises. 


Zuo Mu: The many shortcomings of the existing unreasonable price system are 
mainly reflected in the following anomalies: First, some enterprises, despite 
all their efforts, can make no profits while others can make profits with 
hardly any effort. Prices cannot be made to play a full role in cost 
accounting or serve as a means of assessing accurately the end result of the 
economic activities of the enterprises. Second, the existing price system 
serves to encourage the engagement in construction projects in a blind 
manner, fails to increase the production of commodities in short supply or 
to reduce the production of those in abundant supply, does not contribute 

to the rational structure of products and hampers the implementation of the 
plan for making economic readjustments. Third, the existing price system 
adds to the size of subsidies paid by the state. Fourth, it creates a 
multiplicity of prices other than those stipulated in the plan, puts the 
normal economic order out of kilter and makes it more difficult to exercise 
control in the market. Furthermore, it impedes the circulation of certain 
commercial commodities and contributes to losses sustained by certain foreign 
trade commodities. The reform of the price system is therefore unanimously 
regarded as absolutely essential. 


Although there seems to be a unanimity of opinion regarding the urgent nature 
of the price policy, there are actually two schools of thought on the sub- 
ject. The view is held by some that the reform of the price system can no 
longer be put off, that the price system tends to slow down economic reforms 
and that unless the price problem is resolved, it would not be possible to 
bring about other reforms. There are others, however, who believe that the 
price parity system which has taken shape over a period of years is basically 
sound and that while certain reforms should be undertaken, the existing con- 
ditions make it inadvisable to engage in such reforms at the present time. 

I am inclined to agree with the first point of view. 


Price problems must first be dealt with vigorously while minor readjustments 
can be attended to later. Birth pangs must be endured. From the macro- 
economic point of view, minor increases in commodity prices should present no 
great problem. However, consideration must be given to the livelihood of the 
masses and the offsetting effect which price increases have on wage increases. 
While preparation is being made to reform the price system in the next 2 or 3 
years, use should be made of our experience in successfully readjusting the 
prices of cotton and synthetic fabrics to resolve certain pricing problems 

of an urgent nature. However, the unreasonable price system as a whole 
cannot be reformed by taking one mincing step at a time. We must be prepared 
to concentrate our energies on bringing about an overall reform in one 

burst of action. 


The biggest problem is how to maintain a basic stability of commodity prices 
in the market during the period of reform. I am in agreement with the view 
that the major problem in the price system is the price parity relationship. 
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Major changes do not necessarily result in steep price increases. The pur- 
pose of certain departments and enterprises in calling for reforms is to 
increase prices to the maximum extent. This is a trend which merits atten- 
tion. Some comrades believe that price reforms will inevitably lead to a 
rise in the general price level. They base their belief on the fact that 
the cost of energy used in connection with mineral products is too low, 

that the cost of energy should therefore be raised and that any increase in 
the cost of energy would set off a chain reaction causing other commodities 
to increase their prices. I am of the opinion that there are many commodi- 
ties the supply of which still fails to meet the demand, that there is a 
large quantity of processed industrial products whose prices do not reflect 
their true values and that the enterprises are possessed of great potential. 
Under a situation where a balance exists between supply and demand, the 
prices of processed products (especially electronics, chemical products, 
machinery and certain light industrial products) are likely to show a sub- 
stantial drop, price reductions would offset price increases and a stability 
can be maintained in the general price level. The important thing is for us 
to create the favorable conditions and to make the necessary preparations. 
It is vitally important that the scale of capital construction be kept 

under strict control, that the quality standard of the enterprises be 
improved, that the production of quality brand-name products be increased, 
that there be a balance between the means of production and consumer 
products in their ability to meet their expenses and that there be a bal- 
ance in credit loans on the one hand and incomes and expenditures on the 
other. Provided the groundwork is properly laid in the course of the next 

2 or 3 years, it is entirely within the realm of possibility to bring about 
overall price reforms while maintaining a basic stability in the general 
level of commodity prices. 


Wang Zhuo: Now is a propitious time to size up the situation. We have pro- 
duced bumper crops and increased industrial production. However, the 
treasury is still operating under a tight budget. Why? One importart 
reason is the gap existing between the purchasing and selling prices of 
commodities and the size of the subsidies paid. That is why the better the 
harvests, the more stringent the financial situation. This is a problem 
that must be resolved. To put prices in proper order is in fact to put the 
ec onomy in proper order. 


A big problem is presented by the price of energy among the prices of the 
means of production. At the present time, the backward enterprises are 
crowding out the advanced enterprises for the supply of energy and raw 
materials. Even enterprises ill-equipped to operate are being set up. The 
reason is that the prices of energy and raw materials are so low that it is 
possible for the enterprises to make a profit with hardly any effort. This 
has created an adverse effect on economic effectiveness in society. That 
is why I believe we should go about readjusting the price of energy. How- 
ever, the means we adopt must be of a comprehensive character. They must 
serve to add to the income and not to the financial burden of the state 
treasury. 
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Gu Shutang: Because we are running out of time, we must bring this dis- 


cussion to a close. We suggest that those comrades who are prepared to 
speak but have not had the opportunity to do so submit their opinions in 
written form. I thank you all. 


Su Xing (written statement): In readjusting and reforming the price struc- 
ture, we should draw on the experiences of foreign countries. However, it 
is most important that we make a conscientious effort to learn from the sum 
of our own experiences in that area during the past 30-odd years. We should 
sum up our good as well as bad experiences. It is only thus that we can 
proceed on a realistic basis. 


1 share the view that in readjusting prices, we cannot treat them as some- 
thing set apart from everything else. In conjunction with prices, consid- 
eration must also be given to wages, taxes and profits. Why is it necessary 
to maintain a basic stability in the prices of consumer goods? The chief 
consideration is that because of the low standard of wages in our country, 
the standard of living of the workers will remain what it is so long as 
wages stay at the same level. If we are to maintain a basic stability in 
the prices of consumer goods and to readjust at the same time the prices 
of certain means of production, then it is necessary that we adopt corre- 
sponding measures that apply to taxes and profits. In countries where the 
cost of the means of production is high, such measures as the readjustment 
of taxes and the payment of subsidies are resorted to in order to maintain 
Stability in the prices of consumer goods. Stability of prices cannot 
otherwise be maintained. 


fo maintain the basic stability of prices, we must prevent sharp increases 
and decreases in price. That does not mean that prices cannot be readjusted. 
On the contrary, it is only when prices are readjusted at the proper time 
that sharp increases and decreases in prices can be averted and that a basic 
stability can be maintained. The present situation calls for rather sub- 
stantial readjustments in the prices of certain products because they had 
not been made to the proper extent over a long period of time. We have 
often spoken of the need to allow prices to play their role as an economic 
lever. If the lever remains what it is, how can it be made to play its 
role? 


Comrade Xue Mugiao [5641 2550 2890] is of the view that so long as a basic 
stability is maintained in the finances, credit loans and materials in the 
national economy, the readjustment of the prices of certain products, 

while affecting the price parity of various products, will not trigger an 
increase in the general level of commodity prices. This is a realistic 
point of view. In recent years, the price index in certain capitalist coun- 
tries has gone up to a considerable extent. That is mainly the result of 
inflation brought on by economic stagnation. So long as we can achieve a 
balance in our finances, credit loans and materials (and foreign exchange), 
it is possible to avert a sharp increase in the prices of certain products 
even if they are readjusted. The reason is that our socioeconomic system 

is different from that of foreign countries and the laws governing the move- 
ment of commodity prices are therefore dissimilar. 
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According to the law of values, prices serve to regulate supply and demand 
and supply and demand also serve to regulate prices. It is not in the 
nature of things for prices only to rise and not to fall. An increase in 
the prices of certain products would serve to stimulate our production 
development. The development of production would in turn increase the rate 
of labor productivity or the amount of production. When the supply exceeds 
the demand (in terms of purchasing power), prices will inevitably fall. The 
fall in price of synthetic fabrics is a prime example. At a discussion 
meeting on the reform of the price system in 1980, it was the unanimous 
opinion of many comrades that it was the general trend for prices to rise. 
That was due to the economic situation existing at the time. However, 
actual facts have shown that the prices of subsidiary agricultural products 
have not continued to rise during the last few years. Likewise, the prices 
of light industrial products using mostly subsidiary agricultural products 
as raw materials have not continued to rise. As has been pointed out by 
Comrade Ji Lung, prices have begun to show signs of stability and a slight 
drop may be expected. The basic reason for this development is that the 
economic situation is improving day by day and that the increase in produc- 
tion has brought changes to the supply and demand situation. 


In making price readjustments, consideration must be given to the achieve- 
ment of an equilibrium in the financial, credit loan and material supply 
Situation. By sizing up the situation is meant chiefly the sizing up of 
this situation. Failure to control accumulated and consumer funds would 
upset the financial, credit loan and material supply balance, increase the 
deficit and cause commodity prices to fluctuate whether or not prices are 
readjusted. Conversely, once the gencral situation is stabilized, the 
readjustment of prices, which may lead to an increase or decrease in the 
prices of various products as a result of the distribution of the national 
income among the departments, may have no effect on the general price level. 
It goes without saying that any price readjustment would cause the prices 

of certain products to rise. An increase in the price of raw materials 
(such as coal) would in particular have a wider effect. To cope with this 
situation, we must give overall consideration to the readjustment of wages, 
taxes and the interest rate; keep the range of readjusted prices under care- 
ful control; adopt the necessary and well-considered measures; and prevent 
the deterioration in the living standard of the people as a result of price 
fluctuations. 


Gu Shutang (written statement): It is my view that price reforms should be 
undertaken sooner rather than later. 


One important reason accounting for the sluggish rate of increase in our 
country's economic effectiveness is the restraint imposed by the unreason- 
able economic system and especially by the unreasonable price system. From 
the macroeconomic point of view, the problems existing in the price system, 
especially the unreasonable price structure and the oversimplification of 

the price form and the imposition of too tight a control, have hampered the 
fulfillment of our plan and the balanced development of the national economy. 
From the microeconomic point of view, the lack of a standard for effectively 
assessing the level ot management of the operations of the enterprises is 
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prejudicial to the conservation of labor and material consumption in society 
and the increase in the economic effectiveness of the enterprises. That 
being the case, it is essential to bring about price reforms if economic 
effectiveness is to be improved. While certain results were achieved when 
we introduced economic reforms in certain areas a few years ago, we still 
failed to reach the goal we had in mind. That was because we had failed 

to bring about the reforms simultaneously and in a coordinated manner. For 
this reason, it has often happened that certain new problems would emerge 
while other problems are being solved. In bringing about reforms in the 
future, it is necessary that we do so in a coordinated manner. From this 
point of view, reforms of the price system that are of a wide-ranging charac- 
ter and that are likely to have considerable repercussions should be given 
prior consideration. The sooner price reforms are brought about, the sooner 
it is possible to make use of their regulatory effect in triggering and 
giving an impetus to economic development. 


While many problems remain to be solved before price reforms can be brought 
about, it is my opinion that we should at present concern ourselves chiefly 
with the following: 


First, the unreasonable price structure must be reformed so that a reason- 
able amount of profit may accrue to the various departments. At present, 
the prices of energy, raw materials and industrial products are unreasonably 
low, while the prices of certain processed industrial products are unreason- 
ably high. This situation is prejudicial to the development of the national 
economy with a focal point and according to a proper ratio and must there- 
fore be corrected. The way to bring about a solution to the problem is not 
by adopting the simplistic measure of using high prices to offset low prices 
but by achieving a clear understanding of the guiding principle applying to 
the readjustment of prices. In this regard, many comrades are in support 

of the principle of standardizing the profit rate of funds. While this 
point of view is not without merit theoretically, I am of the opinion that 
insofar as the actual circumstances in our country are concerned, there 

must be a transition period before we adopt the principle of standardizing 
the profit rate of funds. 


Second, while ensuring the relative stability of commodity prices in the 
market, we must adopt the diversified price form in order to allow prices 

to play their full role as an economic lever. The use of prices as a lever 
to enliven the economy is of special significance. Although our country, 
aside from having set fixed prices according to plan, has lifted the lid on 
the prices of certain small commodities and allowed them to fluctuate freely 
within certain limits, it has not done enough to enliven the economy. Con- 
sideration should be given to the possibility of adopting the system of 
allowing prices to float within a wider range and under planned control. 

That would forestall precipitious price rises and falls, make it possible 
for prices to play their role as an economic lever and provide the necessary 
conditions for implementing the guiding plan. Since the adoption of the 
floating price and the laissez-faire system may lead to price fluctuations 
of certain commodities and thus affect the livelihood of the people, it is a 
problem that merits close attention. We should not, however, refrain from 
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doing something just to avoid taking risks and stay our hand for fear that 
price reforms might lead to price fluctuations. Rather, while bringing 
about reforms, we should endeavor to confine their side effects to the mini- 
mum or adopt other measures which would neutralize those effects. 


Third, price reforms must be brought about simultaneously and in close 
coordination with other related reforms such as the reform of the tax system 
and the administration system of the enterprises. The socialist economy 
cannot be divorced from modernized expanded production, the production 
process, production and distribution and the process of exchange. In order 
to perk up the economy and to achieve greater effectiveness, it is therefore 
necessary that the various aspects of various reforms, especially those 
which are closely tied in with other reforms, should be brought about simul- 
taneously if they are to attain the desired results. To that end, it is 
necessary that the parties concerned make a positive effort to approach 
their work of paving the way for bringing about reforms and work hand in 
glove with one another in sizing up the situation so that the reforms can be 
brought about in a coordinated manner. 


Wang Yongzhi (written statement): Having far-reaching and profound effects 
as it does, the reform of the price and administration systems forms an 
integral part of the reform of the economic system. For this reason, we 
must not relax in studying, discussing and putting to the test the price 
reform program. In drawing up the program, we must appraise adequately 

the chain reaction which it may trigger and come up with countermeasures 

to deal with all possible exigencies. 


Furthermore, we must exhaustively study and discuss ways and means to use 
prices as a lever to improve economic effectiveness and create the requisite 
conditions for bringing about price reforms. Sometime earlier, we had 
engaged in frequent discussions on the inevitability and urgent nature of 
price reforms, the factor of cost in the setting of prices and the amount of 
profits permitted. All that is absolutely necessary. However, we still 
have not done enough in studying and discussing ways and means to use 

prices as a lever to improve economic effectiveness as the present situa- 
tion calls for. We have not, for instance, delved into such problems as how 
to set prices according to the quality of the products, how to adjust parity 
prices of agricultural products when stability has been achieved in their 
price level, how to use prices as a lever to enable certain enterprises to 
cut their losses and to increase their profits and how to make use of the 
settled accounts within the production enterprises to strengthen economic 
accounting. 


Zhao Xinghan (written statement): I have certain views on price reforms. 


The reform of the price system in our country is a matter of urgency. It is 
only by reforming the price system in a reasonable manner that it is possi- 
ble to engage in economic accounting accurately, to improve economic effec- 
tiveness, to speed up the rate of technical progress, to contribute to the 
development of the various sectors of the national economy according to a 
plan and a proper ratio and to bring to pass at an early date the four 
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modernizations. It is my opinion that in dealing with price reforms, atten- 
tion should be directed toward the following problems: First, reforms must 
be brought about stage by stage. While the steps we take should not be too 
small or too fragmentary, they should not at the same time be too large or 
too drastic. Otherwise, the imbalance in economic development that results 
would create instability in the economic situation. It was the three-fold 
increase in the price of oil in the world during 1973 and 1974 that brought 
on the economic recession in the Western nations in 1974 and 1975. Although 
the situation in our country is not the same, the consequences resuiting 
from too steep a rise in the prices of energy and primary products should 
not be underestimated. Second, the readjustment of prices does not neces- 
sarily bring about a rise in the general level of prices. From the 
theoretical point of view, however, price reforms are likely to cause a rise 
in the general price level under the actual circumstances prevailing in our 
country. For this reason, we must, on the one hand, make adequate mental 
and material preparations and, on the other, address ourselves to price 
reforms without upsetting the basic stability of the general level of com- 
modity prices in the market and avoid wide fluctuations in the general level 
of commodity prices. Third, since prices form a link among the various 
departments and enterprises in the national economy, price reforms are bound 
to affect the departments and enterprises to various degrees. For this 
reason, it is only when other reforms in the financial field regarding taxa- 
tion, the interest rate, wages and the granting of autonomous powers to the 
enterprises and even the personnel system of the enterprises are coordinated 
and more or less synchronized that it is possible to achieve the desired 
results in the reform of the price system. 
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DOMESTIC TRADE 


SUPPLY, MARKETING COOPERATIVES MAKE UP DEFICITS 


Beijing SHANGYE KUAIJI [BUSINESS ACCOUNTING] in Chinese No 1, 10 Jan 84 
pp 10-11 


[Article by Shi Mingzhao [0670 2494 3564], vice chairman of the Sichuan 
Provincial Supply and Marketing Cooperative: "Vigorously Reverse the Situation 
of Deficits in Grass-roots Supply and Marketing Cooperatives" ] 


Since 1982, the Sichuan provincial supply and marketing cooperative system, 
in launching a systematic reform at the same time that it carried out a 
consolidation of enterprises, enthusiastically engaged in commodity circula- 
tion, promoted commodity production in the countryside, strove to improve 
enterprise management and witnessed preliminary improvement in economic 
results. In the first 9 months of 1983, we realized 165 million yuan in 
profits, a 15.9 percent increase compared to 1982. Of this amount, grass- 
roots supply and marketing cooperatives realized 89.7 million yuan in profits, 
surpassing the 1982 total by 17 percent, and achieved a 27.7 percent increase 
compared with the same period in 1982. In the first 9 months of last year, 
the number of grass-roots cooperatives incurring debts was reduced from 243 
in 1982 to 120, and the amount of debt decreased from 9.83 million yuan in 
1982 to 1.5 million yuan. 


More than a year of experience proves that the fundamental way to make up 
deficits, increase surpluses and improve economic results lies in improving 
the quality of enterprises and, first, the quality of the leading group. 
Since 1982, we have resolutely used restructuring as a key, have closely 
linked restructuring of the system with consolidation of enterprises and 
mainly have taken up the following work. 


1. In restructuring and consolidation, readjust the loading group. A large 
number of grass-roots cooperatives, in combining systematic restructuring, 
restoring the "three qualities” of supply and marketing cooperatives and 
consolidating enterprises, have readjusted the leading group. The coopera- 
tives which do a fairly good job usually first take nominations from the 
deliberations of workers and carry out public opinion polls, then joint 
investigations are made by the county cooperative, party and local government. 
After a consensus is reached, they formally convene a workers congress and 
select candidates for the leading group. Finally, approval is received from 
the commune members’ people's congress. We have accomplished a unification 
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of leadership with the people and a jcining of the workers congress with the 
commune members people's congress 8fd have done a good job of focusing the 
ideas of the people both inside and outside of the cooperative. Compared with 
the past, the newly formed leading group as a stronger revolutionary outlook 
and a higher cultural and business level acumen and on the average is younger. 
We have first created a revolutionary, youthful, knowledgeable and specialized 
group. 


2. Promote commodity production and expand the scope of service and the 
business of buying and selling. In light of our business policy of supply 

and marketing cooperatives serving agricultural production and the livelihood 
of farmers, we have earnestly supported the development of the "two households” 
and the production of agricultural sideline products, have set up many 
different types of agricultural-commercial joint businesses, have expanded 
relations with the broad masses of peasants, have promoted a management system 
of responsibility and enterprise consolidation and have gradually expanded 

the scope of business. For instance, there was a decrease in the production 

of ramie and tobacco, the main economic crops of Daxian Prefecture. They then 
enthusiastically launched work in the small autumn harvest, sought a market 

for the special products of the small plots of the people of the mountainous 
region and increased the volume of sales by more than 10 million yuan. The 
Jingyan County Supply and Marketing Cooperative showed initiative by purchasing 
three types of farm produce and sideline products and caused the average 
peasant's income in the entire county to reach 20 yuan. Approximately 30 
percent of Sichuan's counties have adopted many flexible ways to market the 
grain, pork and other goods left over after completion of the state's assigned 
tasks, and they have launched negotiated-price business. In the redistribution 
of course ind fine grain and the exchange of mountain products and local 
products between the plains and the mountainous region, processing as 
organized, and 100 million jin of grain were redistributed. concerning indus- 
trial goods, the provincial joint cooperative strengthened its organized 
leadership in the stocking of goods for grass-roots cooperatives and, excluding 
the stocking of goods for each area's wholesale departments, acted on behalf 

on warehouses and comprehensive trade service companies, adopted such methods 
as joint purchasing, joint sales and joing management and stocked goods for 
outside wholesale departments. The sales of sundry goods for everyday use and 
of used goods also increased greatly. Many prefectures have also developed 
many types of production technology service management. This has been welcomed 
by the broad masses of peasants and expanded business in buying and selling. 

In the first 9 months of 1983, compared with the same period the year before, 
the purchases of commodities increased 15.7 percent and sales increased 3.9 
percent. This has created conditions for improving economic results. 


3. Seek results from improving economic results. In improving economic results, 
we stressed the grasping of such praticable work as strengthening the manage- 
ment of funds and promoting a management system of responsibility and all 
fundamental systems. In March 1983, we convened a symposium of the managers 

of the regional, municipal and prefectural supply and marketing cooperatives 

and popularized the experience of the Xiping Supply and Marketing Cooperative 

of Santai County in carrying out a management system of responsibility. In 
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aiding agriculture, supporting the "two households” in the countryside and 
improving the quality of service, we also carried out responsibility and link- 
ing of the work done to the economic benefits of the workers. In giving con- 
sideration to the state, the enterprise and the workers, we competently 
embodied a system of rewarding the diligent and punishing the lazy. There 

was a marked improvement in economic results for ai y cooperative running a 
good management system of responsibility. In other cases, we also summed up 
and popularized our experience in the economy of Zhongjiang County, launched 
the workers’ “responsibility system of setting prices on the basis of goods 
apportioned," made up shortfalls in goods or funds, gave compensation where 
needed, and dealt with whatever was necessary. In each link of management and 
administration, especially in regard to stocking goods, we strengthened the 
administration of funds and prevented "illnesses finding their way in through 
the mouth.” Against the unhealthy tendencies of using public authority to 
seek private gain and feathering nests at public expense, each prefecrure is 
making investigations and corrections. In cracking down on crime and criminal 
economic activity, the supply and marketing cooperatives of each prefecture 
organized a certain amount of manpower to be put into this work and punished 

a group of criminals according to the law. They enabled the broad masses of 
workers to be educated in observing discipline and abi .ing by the law. A 
healthy atmosphere prevailed, the sense of responsibility and discipline 

of the workers was universally strengthened and there was an improvement in 
their enthusiasm. There was a marked change in the appearance of the enter- 
prises. 


4. Uphold the viewpoint of the upper-level cooperatives serving the grass-roots 
cooperatives. The entire province has popularized the specific methods of 

the Jianyang County Joint Cooperative in serving grass-roots cooperatives. 

This includes promptly supplying to the grass-roots cooperatives information on 
supporting production and providing all types of service for guiding production 
and expanding purchases and sales. It supports wholesale service to retail 
outlets, selects goods, does not engage in grouping up, permits the exchange 

of purchases, organizes joint purchases with separate sales and separate sales 
with joint purchases, competently manages, etc., and it has achieved good 
results. 


5. Strengthen the organization of leadership. Beginning in 1983, we took the 
situation of serious losses in grass-roots cooperatives, circulated this 
information to the leadership at all levels and required that a solution be 
urged on every level. We also sent telegrams to three prefectures, demanding 
that the leadership personally take action and reverse the situation of losses. 
During September, we followed the guiding spirit of the State Council and 
provincial government and the ideas of the commercial department work organ- 
izations and raised specific measures for implementation. The leaders of the 
province's cooperatives and companies, excluding one person who was taking 
care of business at the home front, all penetrated to the first line, together 
grasped restructuring, consolidation, purchases and sales during the busy 
season and turned around deficits. 


At the conference held in October which the managers and financial and 
economic section chiefs of the local, municipal and prefectural supply and 
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marketing cooperatives attended, we spread the experience of the Yimao 
Conference and considered the improvement of economic results and the 

turning around of the losses of grass-roots cooperatives to be important 
topics. After discussion, we raised further measures. We determined that 

in the work of turning around the losses of the supply and marketing 
cooperatives, we must exert great effort, honestly engage in work, not 
practice fraud an’ not harm the benefits of the producers and consumers. We 
must strive so that in 1983 both the number of units in deficit and the total 
amount of losses by grass-roots cooperatives decrease greatly compared with 
1982. 
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DOMESTIC TRADE 


MAKING UP DEFICITS, INCREASING SURPLUSES IN HEILONGJIANG 
Harbin HEILONGJLANG RIBAO in Chinese 19 Jan 84 p 1 


[Article by reporter Hua Dazhen [5478 1129 4176]: "Heilongzhiang Province's 
Financial and Commercial Enterprises Achieved Their Target of Making up 
Deficits and Increasing Surpluses; On Every Level We Carried out a Guarantee, 
and Strove to Initiate a New Situation™] 


[Text] According to the statistics of the province's Office for Financial 

and Commercial Enterprises Making up Deficits and Increasing Surpluses, in 

1983 Heilongjiang's financial and commercial enterprises attained their targets 
in increasing surpluses and making up deficits. 


After state-run commerce systematically offset losses, it realized a net profit 
of 73.87 million yuan, surpassing the target of 45 million yuan in profits. 
Enterprises incurring deficits incurred 34.45 million yuan in losses, 16.! 
percent compared to last year's losses. Our province's food and service 
industries are the only such enterprises in the nation that incur losses, and 
last year after offsetting losses, their profits amounted to 2.82 million yuan. 


After the deficits of supply and marketing organizations were offset, they 
realized a net gain of 47.45 million yuan, and this surpassed the target of 
43 million yuan in profits. Enterprises incurring debts decreased their 
losses by 57.6 percent. The number of those with deficits decreased 44.3 
percent compared with the year before. 


Food enterprises under circumstances whereby the volume of their business 
doubled strengthened their management. They comprehended using profits to 
support deficits and using industry to support commerce, reduced losses and 
completed the task handed down by the province of not surpassing this 
year's target for losses. 


The leading comrade of the province's Office for Financial and Commercial 
Enterprises Making up Deficits and Increasing Surpluses said to this reporter: 
"This year we must further solve the problem of managerial losses that are 
concealed as losses due to policy requirements.” 
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DOMESTIC TRADE 


RURAL CONSUMPTION PATTERN CHANGES IN LIAONING 
Shenyang SHICHANG ZHOUBAO in Chinese 24 Jan 84 p 1 


[Article by Wang Shilu [3769 0013 4389]: "We Must Have a Clear Picture 
of the New Situation in Rural Markets--Investigative Report on the Market 
Demand in Our Province”] 


[Text] In 1983, 402 market situation survey and research personnel of the 
Liaoning Provincial Second Light Industrial Department conducted a survey 
of rural markets in Liaoning Province. A total of 3,370 rural households, 
90 households from each of the 43 sample counties, were surveyed. 


Following are some points of enlightenment gained from the survey: 


1. We should explore the peasants’ new needs. The number of well-to-do 
households is increasing annually. In particular, “outstanding households" 
are emerging continuously. They “eat fine flour and rice, live in new 
houses, demand popular brands and use high-grade consumer goods." This 

is a new trend in rural markets. It appeared suddenly and is now spreading 
rapidly. Low prices, sturdiness, durability and practicality used to be 
the economic tenets of consumption. They are now changing to new demands 
and standards such as good quality and fine appearance. The demand for 
quantity is now changing to a demand for quality and appreciation. There- 
fore, exploring the development law of the new trend to guide consumption 
by peasants has become a pressing task. 


2. We should not forget the majority. When viewing changes in the rural 
areas, we should notice that some “outstanding households" have appeared 

in the rural areas; we should also notice that the majority of peasants 
still belong to the middle and lower classes. When viewing the consumption 
issue, we should notice that there is a new trend of a demand for high- 
grade goods; we should also notice that there still is a large demand for 
popular goods and goods of medium and low grades because peasants have a 
good tradition of being industrious and thrifty and also because they have 
a limited amount of money. This is the main trend in the consumption patterns 
of rural areas. The diversity in the structure, level and need of rural 
markets indicates the comprehensiveness of rural markets. 
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3. We should pay attention to the new change that “off seasons are no longer 
slack and peak seasons are even more prosperous.” In the past, rural areas 
“took grain as a key link" and “concentrated on only one thing." Purchasing 
power skyrocketed after every yearly distribution of the autumn harvest. 
Therefore, the difference between off seasons and peak periods is very 
obvious. Today the peasants’ income is unaffected by seasonal changes. 

If they see something they like, they can purchase it at any time. July 

used to be a slack period. In July 1983, peasants in Liaoning Province 

sold 26.12 million yuan worth of farm and sideline products to supply and 
marketing cooperatives, a 43.6 percent increase over the corresponding period 
in 1982. At the same time, they purchased 143 million yuan worth of manu- 
factured goods, a 1.5 percent increase over 1982. 

4. We should have a clear understanding of “one sharp increase" and “two 
prominent increases." "One sharp increase" means a sharp increase in pro- 
duction spending. Since the broad masses of peasants are anxious to become 
prosperous, they are willing to spend money for the means of production. 
Production spending has been increasing much faster than living expenses. 

In 1982, 2,400 tractors were sold throughout the province. The number has 
now reached 41.700. Buyers of the means of production are changing from 
collectives to individual households. The sales of medium-size and 

small farm tools are changing to the sales of large- and medium-size mach- 
inery. The sales of individual equipment are being replaced by the sales 

of complete sets of equipment. The term “two prominent increases" means 

a marked increase in the spending of “two households" and a marked increase 
in the spending of married couples. In 1983 the number of specialized 
households and key households increased to 1.32 million, accounting for 

25 percent of all rural households. Their income accounted for 40.27 per- 
cent of all rural income and their expenditures accounted for 36.67 

percent of all rural expenditures. Since their investment in production 

is large, their living expenses are high and their potential purchasing 
power is great, they occupy a decisive position in the rural markets. 
According to a survey of 39 counties, the number of married couples was 
158,449 couples in August 1983. Their annual expenditures were 370 million 
yuan, averaging 2,290 yuan per couple, a 40 percent increase over 1982. 

This is mainly because more people are buying durable consumer goods. 

More washing machines and electric fans are entering the households of 
newlyweds in the rural areas. This reflects the changes in the consumption 
patterns of modern peasants. Nearly 5.7 million people between the ages 

of 19 and 30 live in the rural areas of Liaoning Province. They are leading 
the trend of consumption in the rural areas. 
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DOMESTIC TRADE 


URBAN, RURAL MARKETS FLOURISHING IN GUANGZHOU 


Guangzhou NANFANG RIBAO in Chinese 29 Jan 84 p |! 


[Article by a special correspondent: "Guangdong Province’s Urban and Rural! 
Markets Are Booming: There Is an Ample Supply of Goods and Many Varieties, 
High-Quality Consumer Goods Are in Demand and Prices Are Gradually Tending 


toward Stability™] 


[Text] Due to the development of Guangdong'’s industry and agriculture and an 
improvement in the level of the people's livlihood, buying and selling in the 
city and countryside have been steady and brisk; it is a flourishing scene. 
According to the preliminary figures of the Provincial Bureau of Statistics, 
last year the total retail sales of social goods amounted to 20.48 billion 
yuan, a 10.7-percent increase compared to the year before. Of this, the sales 
volume of food, clothing and useful goods comprehensively increased, and this 
historically hase been seldom seen. 


The supply of goods is pientiful, there is an increase in variety and the 
quality has improved; these are important signs that Guangdong's market is 
currently flourishing. Last year, Guangdong's industrial purchases increased 
12.2 percent compared with the year before, and except for a small number of 
name-brand goods, they were all in unlimited supply. There were marked 
improvements in the supply of the cities’ sideline products, and meat, poultry, 
eges, the three freshes (fish, fruit and vegetables) and other varietics 
appearing on the market were numerous. There are many varieties that attained 
or surpassed the highest level ever. 


Currently, because people are already not merely content with having enought to 
eat and wear but even want to "eat well and dress stylishly,” nourishing and 
nutritious goods are in great demand, and there have also been clear increases 
in the sales volume of fairly high quality woolen goods, chemical fiber fabrics 
and woolens. Of these, the sales volume of cloth made from chemical! filers 
increased 56.8 percent last year compared to the year before. 


Currently, the consumer targets of a few durable, high-quality goods has 
gradually shifted from the city to the countryside. According to the statistics 
of the Wujin Electric Company, last year alone the systematic sales of televi- 
sions amounted to 150,000 sets, an increase of 35.7 percent compared to the 

year before. Color televisions were in great demand, and more than !0,000 sets 
were sold, a 1.8-fold increase. Additionally, radios, washing machines and 
refrigerators ail had large increases in sales. 
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Sales in urban and rural country fair trade were also extremely brisk, prices 
were stable and the volume of business increased. According to the statistics 
of the relevant departments, last year the volume of business in urban and 
rural country fair trade increased 16.1 percent compared with the year before, 
and especially in Guangdong, the volume of country fair trade became more and 
more brisk. According to statistics for the period from January to November, 
the volume of sales of country fair goods with negotiated prices increased 32.6 
percent compared with the same period 2 years ago. The negotiated-price 
business in beef, pork, lamb, poultry, eggs and fish increased 33.5 percent 


compared with the same period last year. 


Currently, Guangdong's prices are gradually tending toward stability, and this 
is also an important sign of the flourishing market. Last year, the level of 
the province's retail prices (including the list price, negotiated price and 
marke‘ price) rose 0.7 percent compared with the year before, and this is 
lower than the national level. The trend of rising prices has basically 

been brought under control, and the difference between list prices, negotiated 
prices and market prices is gradually being reduced. The prices of the 
province's negotiated-price goods have dropped 4 percent, and the prices of 
country fair consumer goods have decreased 0.4 percent. This is something 
that has been seldom seen in the recent few years. 
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DOMESTIC TRADE 


SHAANXI SUPPLY, MARKETING COOPERATIVES RESTRUCTURED 
Xian SHAANXI RIBAO in Chinese 1 Feb 84 p 1 


[Article by staff correspondent and reporter: "“Restructured Grassroots 
Supply and Marketing Cooperatives Shoulder the Heavy Responsibility of 
Rural Commodity Production"] 


[Text] In 1983, more than 40 percent of the cc > and cities in Shaanxi 
Province established joint supply and marketing co.peratives, and more than 
90 percent of the grassroots supply and marketing cooperatives completed 

an initial reform of the system. 


Following the system reform, 3.6 million rural households, or 76 percent 

of all rural households, became shareholders in the supply and marketing 
cooperatives in the province and genuinel, made supply and marketing 
cooperatives economic organizations of their own. In view of the needs 

of rural commodity production, the suppl: and marketing cooperatives in 
Shaanxi Province enacted comprehensive readjustment and improvement in the 
scope of business operations, buying and selling and service methods as 
well as in the distribution of business outlets. They helped peasants 
promote sales of stockpiled farm and sideline produce to solve their pro- 
blems in selling. They organized the supply of farm machinery and resumed 
the business of carrying farm animals to meet the urgent needs of peasants. 
They established economic informatior networks to provide market information 
for peasants to guide production. Tuey also established service teams 

and technological consultation officcs to provide production and technological 
services for peasants with regard to machine farming, threshing, fertilizing, 
the prevention and control of plant diseases and the elimination of pests. 
The multifarious pre- and post-production services provided by the supply 
and marketing cooperatives for peasants to develop commodity production 
stimulated production and raised the commodity rate of farm and sideline 
produce. Therefore, except for the production of cotton, which declined 
because of natural calamities, the value of major farm and sideline produce 
procured in 1983 surpassed t’'c¢ annual plan and registered a 29 percent in- 
crease over that of 1982. 
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The grassroots supply and marketing cooperatives in Shaanxi Province also 
engaged peasants in jointly running the cooperatives in different forms 

and at various levels, thereby effectively promoting production and unclogging 
the commodity circulation channels. According to incomplete statistics, 

there were 456 forms of joint management throughout the province. In 1983, 
supply and marketing cooperatives signed over 20,000 joint management con- 
tracts with major households, specialized households and commune- and brigade- 
run enterprises and issued over 746,000 yuan of financial aid and 8.8! million 
yuan of interest-free loans. 
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DOMESTIC TRADE 


COUNTRY FAIR TRADE IN SHAANXI BRISKER 
Xian SHAANXI RIBAO in Chinese 1 Feb 84 p 2 


[Article by Han Wen [7281 2429] and Xiang Dong [0686 2639]: "The Volume 
of Business in Country Fairs Surpassed 1 Billion Last Year in the Province"] 


[Text] Country fairs in the urban and rural areas of Shaanxi Province have 
become brisker and more lively. The value of transactions made in such 
fairs in 1983 was 1.045 billion yuan, an increase of 7.5 percent over the 
previous year and equivalent to 12.4 percent of the total retail sales of 
social commodities. 


The number of country fairs increased to 1,220 in 1983. The transactions 
of the 15 major commodities in the country fairs all showed some increases 
over the previous year. Among them, farm tools, fodder and seedlings in- 
creased 16.5 percent, oil and oil-bearing crops increased 90 percent and 
manufactured goods increased 1.l-fold. 


Along with the development of commodity production, many country fairs 
carry not only abundeant farm and sideline products but also food, sundry 
goods, clothes, furniture, small industrial commodities, daily necessities, 
flowers, birds, fish and cats. These commodities are supplied by a large 
number of specialized and major households in rural areas. Some commodities 
come from stores run by individuals, collectives and the state. Since 

the policy on transporting and selling commodities was relaxed, more and 
more people have gone into the transportation and sale of farm and side- 
line produce and small industrial commodities. The exchange of industrial 
and agricultural products between the urban and rural areas and between 
different regions have also been expanded continuously. The variety of 
transported commodities has increased from goods under the third category 
such as vegetables and fruits to above-quota farm and sideline products 
under the first and second categories. The percentage of transported 
commodities is over 80 percent in large cities, over /0 percent in medium 
cities and over 40 percent in small cities. 
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DOMESTIC TRADE 


SHAANXI CONSUMER GOODS SALES INCREASE IN 1983 
Xian SHAANXI RIBAO in Chinese 2 Feb 84 p 1 


[Article by Gao Xiancai [7550 0341 1752] and Yuan Chenghua [5913 3397 5478]: 
"The Sales Volume of Consumer Goods Increases Substantially in Our 
Province" ] 


[Text] In 1983 the total sales value of state-run commercial undertakings 
in Shaanxi Province increased 7.5 percent compared to that of 1982. Among 
the 38 major commodities, the sales volume of 28 commodities showed an 
increase. Based on an analysis of these figures, the departments concerned 
revealed that the living standards and consumption level of the masses in 
the urban and rural areas have further improved, and the consumption mix 
has also changed substantially. 


More and more people pay attention to their clothing and compete with each 
other to buy good-quality material or clothes. In 1983 the sales volume 
of wool fabric increased 50.2 percent compared to that of 1982, chemical 
fiber increased 9.2 percent and silks, satins, knitting wool and clothing 
all increased by a large margin. 


The sales volume of durable consumer goods showed a relatively large in- 
crease. In 1983 the sales volume of television sets increased 22 percent 
compared to that of 1982, radio-recorders increased 1.1-fold and washing 
machines and refrigerators for family use doubled and redoubled. The supply 
of popular-brand and color televisions always feel short of demand. The 
sales volume of pork, pastry, sugar and cigarettes also increased through- 
out the province. 
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DOMESTIC TRADE 


BRIEFS 


COUNTRY FAIR TRADE DEVELOPS IN SHAANXI--After the 3d Plenary Session of the 
lith CPC Central Committee, the country fair trade in the rural areas of 
Shaanxi Province began to flourish. In 1983 the total value of transactions 
made in the province's country fairs was over 1.045 billion yuan. The 
development of country fair trade has five characteristics: 1. The number 
of stores is increasing constantly. At the end of 1983, there were over 
1,200 stores. 2. The saale of country fairs is becoming larger daily. 
There are more than 110 country fairs having over 10,000 people. 3. Country 
fairs are held more frequently and their business hours are being extended. 
Many fairs which used to open every week or every 10 days now open every 

3 to 5 days. Some are open daily. 4. The variety of commodities is in- 
creasing. The variety of above-quota products has increased substantially, 
especially handicrafts and manufactured goods for daily use. 5. Economic 
components are changing. In addition to peasants who sell their own pro- 
ducts, there are also state-run and collective economic units, commune- 

and brigade-run enterprises, cooperative economic units, individuals engaging 
in transporting and selling commodities. However, judged by the need to 
develop commodity production, Shaanxi Province still needs to make vigorous 
efforts to develop more country fairs and unclog circu]Jation channels in 
accordance with the spirit of Document No 1 of the CPC Central Committee. 
[Text] [Xian SHAANXI RIBAO in Chinese 28 Jan 84 p 1] 12302 
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FOREIGN TRADE 


DATA ON CHINA'S TECHNOLOGY TRANSFERS FOR 1973-82 
Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese No 12, 27 Dec 83 p 11 


[Text] The following are some statistics regarding China's technology trans- 
fer. in the 10 years from 1973 through 1982, not including joint ventures 

and offshore oil exploration, development and production cooperation. For 
the convenience of analyzing China's policy of “opening up to the outside 
world and invigorating the domestic economy" and the impact on China's 
technology transfers caused by the readjustment of the national economy since 
1979, the first 6-year period (1973 to 1978) is compared with the last 4-year 
period (1979 to 1982). 


1. General statistics on China's technology transfers in the 10-year period. 


This table clearly indicates that although Cnina reduced investments since it 
carried out economic readjustment in 1979, it increased the number of 
technology transfers in the last 4 years of the 10-year period. Marked 
development was made particularly in licensed trade, advisory services, 
technological service and cooperative production. 


Tris table shows the number of contracts signed by Chinese enterprises with 
foreign enterprises for technology transfers in the 10-year period. 








Items 10-yr total 1973-78 1979-82 last 4 yrs/first 6 yrs 
Total 610 225 385 1.71 

1. Complete sets of equipment 281 172 109 0.63 

2. Licensed trade 157 18 139 7.72 

3. Advisory service 15 3 12 4.00 

4. Technological service 37 5 32 6.40 

5. Cooperative production 31 -- 31 -- 

6. Others 89 27 62 2.30 


2. This table siows that among all industrial departments, the machinery 
and electronics industries registered the greatest increase in the number 
of contracts signed for technology transfers in the period. 
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Industries l0O-yr total 1973-78 1979-82 last 4 yrs/first 6 yrs 











Total 610 225 385 1.71 
l. Energy 106 69 37 0.54 
2. Metallurgical 75 21 54 2.57 
3. Chemical 78 52 26 0.50 
4. Machinery, electronics 22/7 35 192 5.49 
5. Light, textile 62 35 27 0.77 
6. Others 62 13 49 3.77 


3. This table shows that Japan ranked first, followed by West Germany. The 
United States was on the rise in terms of the amount of investment involved 
and the number of contracts signed between China and foreign countries. 




















Ratio of the investment Ratio of the number 
in the contracts (%) of contracts (%) 
l0-yr 1973-78 1979-82 1QO-yr 1973-78 1979-82 
Countries total total 
Total 100 100 100 100 100 100 
I. 5 countries total 89.3 95.4 82.0 85.2 88.0 83.6 
1. Japan 49.7 53.4 45.0 33.3 %4.2 32.7 
2. West Germany 22.0 23.8 19.9 22.0 25.3 20.0 
3. United States 6.9 5.2 9.0 14.9 8.0 19.0 
4. England 3.7 » Oe 1.9 10.3 16.0 7.0 
5. France 7.0 7.6 6.2 4.7 4.5 4.9 
Il. Other countries in 8.2 4.0 13.2 11.5 11.6 11.5 
Northwest Europe 
IlI.East European 2.4 0.6 4.7 0.8 0.4 1.0 
countries 
IV. Other countries 0.1 -- 0.1 2.5 -- 3.9 


and regions 
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FOREIGN TRADE 


IMPORTING TECHNOLOGY TO TRANSFORM ENTERPRISES URGED 
Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese No 12, 27 Dec 83 pp 3-4 


[Article by Zhang Jingfu [1728 0513 1133], State Council member and chairman 
of the State Planning Commission: "Create a New Situation in Importing 
Technology to Transform Existing Enterprises"] 


[Text] I. We should conscientiously do a good job in importing technology to 
reform existing enterprises. 


The 12th CPC Congress set forth a goal of quadrupling the total annual indus- 
trial and agricuitural output value by the end of this century on the basis 

of continuously improving economic results. What ‘lo we rely on in achieving 
this strategic goal? First, we should rely on key construction projects with 
energy and communications as top priorities. Second, we should rely on the 
technical transformation of existing enterprises. Both construction of key 
projects and technical transformation must be carried out on the basis of new 
technology. We should consider this to be our central task and march toward 
advanced science and technology. As Premier Zhao Ziyang said at a science and 
technology commendation rally on 24 October, a guiding ideology for economic 
construction is “that we must rely on advanced science and technology to carry 
out modernization, revitalize the economy and quadruple production." He said: 
"Judged by the technical and economic targets we have fulfilled, it is 
impossible to quadruple production on the basis of old technology, equipment, 
raw materials, techniques and products. However, it is possible to quadruple 
production on the basis of new technology, equipment, raw materials, techniques 
and products. Without advanced science and technology, there is a danger that 
nothing will come of it. With advanced science and technology, there is 
assurance of success." In his speech, Premier Zhao clearly pointed out that 
advanced production technology suitable for our country and widely adopted by 
economically advanced countries since the 1970's and the early 1980's should 

be popularized in our factories, mines and other enterprises by the end of 

this century. At the same time, efforts should be made to form a technological 
system with Chinese characteristics. In order to attain this goal, we must 
adhere to the principle of self-reliance, mainly rely on our existing technical 
and material bases, strengthen our scientific research, design, technical and 
technological forces and fully tap our potential to solve those problems which 
can be solved on our own. However, to accelerate the development of technology 
and become more self-reliant, we must attach great importance to importing 
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advanced technology. This is a shortcut to technological development in our 
country. We must adopt a positive attitude in dealing with this. On the basis 
of investigations, study and a unified plan, we should use different ways to 
import urgently needed production technology that cannot be provided at home 
for the time being. At the same time, we should strive to change it into our 
own through assimilation, utilization and popularization. It does not pay to 
produce everything on our own, because it takes too much time and might delay 
important work. 


Leading comrades of the CPC Central Committee and the State Council have paid 
great attention to importing technology to transform existing enterprises, 
especially medium and small enterprises. Comrade Xisoping has repeatedly 
emphasized the need to import technology to transform medium and small enter- 
prises “by the thousands." Comrade Ziyang has issued many directives con- 
cerning technology transfers for medium and small enterprises. He has demanded 
that "policies be properly relaxed, power to make examinations and approvals 

be properly delegated to lower levels and efforts be made to simplify proce- 
dures." To create a new situation in importing technology, the State Council 
has adopted two major measures: 


First, a plan has been formulated to import 3,000 items of advanced technology 
in the last 3 years of the "Sixth 5-year Plan” period to strengthen the 
technical transformation of existing enterprises, especially medium and smal] 
enterprises. This is an important step to promote the technology of industrial 
and communications enterprises, improve comprehensive economic results and lay 
a solid foundation for economic development during the "Seventh 5-year Plan" 
period. According to Comrade Ziyang's directives, the State Economic 
Commission and departments concerned have jointly devised a draft plan for 
importing 3,000 items of technology and have distributed copies to all depart- 
ments of the State Council and all provinces, municipalities and autonomous 
regions to be studied and examined. Some amendments and addenda have been 
proposed. Units where conditions permit have already contacted foreign 
countries and signed agreements on certain items. In order to ensure the 
transfer of 3,000 items on time, we must go into action now to examine and 
approve items to be imported for different industries and ensure the supply 

of funds for such use. We should strengthen leadership and mobilize the 
enthusiasm of the departments concerned to carry out preparation and external 
work for al] items in a conscientious, planned, step-by-step and down-to-earth 
manner. 


Second, in March 1983, the State Council gave approval for Shanghai and Tianjin 
to expand their autonomy on a trial basis for importing technology and 
transforming medium and small enterprises. This has now begun to show some 
results. It has given great impetus to the work of technology transfer. We 
should pay much attention to studying and summing up the experiences of 
Shanghai and Tianjin to enhance the work in all localities and departments. 


ll. Technology transfers should be closely combined with enterprise technical] 
transformations. Tv do a good job in technology transfers. we should take 
proper steps, establish priorities and, above all, formulate a good plan. 
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We must closely combine the plan of 3,000 technology transfers with the plan 
of enterprise technical transformations. We should not judge each item on 
its own; still less should we separate it from the technical transformation 
plan. We should form different examination groups for different industries. 
Under the supervision of vice ministers in charge of technical transformation 
and technology transfer, these groups should examine and discuss each case of 
technology transfer under the responsibility system in accordance with the 
technica] transformation plan of each industry and with the policies on 
technology. 


When devising plans for technology transfers aad enterprise transformations, 
all departments and localities should discover their weaknesses and the 
technological gap between themselves and foreign countries. They should have 
specific aims, know their priorities and carry out work in a step-by-step 
manner. In technical transformation, the machinery and electronics industries 
have given priority to improving products and saving energy, carried out 
comprehensive utilization and improved economic results. They have chosen 

550 projects as key technical transformation projects to be first carried out 
during the "Sixth 5-year Plan" period. These projects include 491 enterprises 
producing 30 key products urgently needed for economic construction or which 
have a relatively great potential for exports as well as 59 research units. 
These projects will be used to promote technical transformation work in all 
machinery industries. This is a very good plan. It has been made public and 
put into effect by the State Council. Other industries should also learn from 
it. The raw materials and energy and communications industries have different 
characteristics. They should pay special attention to the development, 
renovation and improvement of technology and production techniques. 


In order for imported technology to change into productive forces, become 
comprehensive production capabilities and yield economic results, the whole 
work of technology development must be a coordinated process. Based on 
experiences gained by various localities, three things must be done: i) Key 
scientific and technological research, technology transfers, technology 
development and technical transformations must be coordinated; 2) key projects, 
raw materials, spare parts, auxiliary agents and technical cooperation must be 
coordinated; and 3) experts in such fields as scientific research, design, 
production, information, economics and law must be coordinated. 


Il]. When importing technology, we should pay attention to importing software 
and improving our ability to become more self-reliant. 


We should mainly import unitary-item technology. We should also import some 
production line and key equipment. We should pay special attention to import- 
ing software so as to improve the technical situation of enterprises with 
small investments quickly. 


Shanghai and Tianjin have scored achievements in software imports. A national 
work conference on advanced technology in the machinery and electronics 
industries was held in April 1983. Two typical examples were introduced 

at the conference, which should de studied by other industriee. One is the 
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Shanghai electric welder plant. This plant has improved the quality of its 
products, saved raw materials, reduced energy consumption and lowered prices 
by two-thirds by importing manufacturing technology of the 1970's from France 
(8 series and 49 varieties). By 1984 this plant will be able to replace al! 
products manufactured with Russian technology of the 1950's. Another example 
is the Tianjin sealing plant. This plant has developed seven series of new 
products and reached international quality standards by importing and 
assimilating manufacturing technology from England. 


IV. We should do a conscientious job in the preparation work before 
technology transfers. 


Premier Zhao said in his directives that each plan of the 3,000-item technology 
transfer must be "confirmed one by one and fulfilled on schedule." This is 

a very arduous task. On the average, we should import 1,000 items a year. 
Before last year, we imported only a few dozen each year. Last year we 
imported nearly 100 items. This year we may import a few hundred. These 
projects are small-scale, but because the technical transformation of old 
enterprises is complicated, our work load is still very heavy. We must carry 
out the work in an organized and step-by-step manner. The State Economic 
Commission and departments concerned should strengthen coordination over 
technology transfers financed by provinces, municipalities and autonomous 
regions with their foreign exchange and foreign funds (including foreign 
exchange loans granted by the Bank of China). 


All departments and localities should do a down-to-earth job in the preparation 
work before technology transfers are carried out. They should focus on 
selecting units to be transformed, ensure the supply of funds, mobilize experts 
in all fields to participate in discussing and examining technology transfer 
plans and do a good job in technological and economic analysis and feasibility 
studies. 


The State Economic Commission and departments concerned should continue to 
investigate and study policy issues concerning technology transfer for enter- 
prise transformations. All policy issues hampering technological development 
must be sorted out and solved to help create a new situation in importing 
technology to transform existing enterprises. 


12302 
CSO: 4006/272 


87 





FOREIGN TRADE 


EXPORT TRADE SETS A RECORD 
Fuzhou FUJIAN RIBAO in Chinese 16 Jan 84 p |] 


[Article by the PROVINCIAL FOREIGN TRADE CORPORATION NEWS AGENCY: “Last Year 
Export Trade Reached Its Highest Level Ever; the Werkers of Fujian's Foreign 
Trade and Relevant Departments Advanced in Adversity and Spared No Effort; 
the Gross Export Value Exceeded the Annual Export Assessment and Export Plan 
by 14.55 Percent and 6.45 Percent, Respectively; the Actual Volume of Goods 
Exported Increased 14.7 Percent Compared with the Year Before. } 


[Text] Last year, under the circumstances of inhibited sales of goods on 

the international market, a shortage of marketable goods and other actual 
circumstances, Fujian Province exceeded the completion of its foreign trade 
plan in all respects. Of this, gross export value exceeded its highest level 
ever, and exceeded the yearly assessed target for exports and the export plan 
by 14.55 percent and 6.45 percent, respectively. The actual gross value of 
exports increased 14.74 percent compared with the year before. 


Last year, fiarly large changes took place in the international market's demand 
for goods. In addition, due to the planned arrangement and our province's 
agricultural and sideline production being beset by disaster in the second half 
of the year and other reasons, the supply of export goods and especially the 
supply of farm produce and sideline products which are in great demand abroad 
were insufficient. Under the leadership of the party and the government, the 
comrades of foreign trade departments at all levels, forging ahead despite 
adversity, relied on the support of production and supply departments and, 
within the scope that the state's policies permitted, broadly organized 
coordination, actively requisitioning the supplies of goods marketauvle abroad, 
strove to unearth and develop new goods, continued to expand the business of 
using imports to serve exports, made strides to promote the storage of 
merchandise and exceeded the completion of export tasks. The proportion of 
sales and of the gross volume of the export of goods for which we used imports 
to serve exports for the entire year increased compared to the year before. 

Of the more than 60 types of major goods used in the export transactions of 
foreign trade organizations, varieties that were marketable abroad and that 

had fairly high economic results because of exports for the most part exceeded 


the sales and exports of the plan and even went outside of the plan. Of 
these, the amount of the increase in the exports of canned ham, fresh eels, 
colophony, tin foil, plastic sandals, cotton-cloth shoes, tungsten ore, 
aureomycin and 12 other types of goods as well as athletic footwear, jewelry, 


toys and other new products exceeded $46.5 million. 
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Last year, the rate of the drop in the average export prices of Fujian’s 
goods was greater than 10 percent. This produced an extremely detrimental! 
influence on the economic results of export trade. n order to strive to 

make up deficits and increase surpluses and improve economic results, foreign 
trade enterprises at every level must carry out economic accounting and perfect 
all different types of responsibility systems, tap potential in management 

and administration, rationally readjust and organize export transportation, 
comprehensively develop warehouse inventory and try hard to reduce every 

kind of expense and expenditure; this will all have a definite effect on 
reducing foreign trade deficits. 
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FOREIGN TRADE 


DISCUSSION OF INVESTMENT BY OVERSEAS CHINESE 
Fuzhou *\ J! A‘ NIAN [} \ FORUM] in Chinese No 6, 20 Dec 83 pp 67-70 


[Article by Gu Mino [7357 6900]: “Discussing the Problem of Absorbing Overseas 


-_ 


Chinese Investment") 


[Text } Fujian Province is one of the most important native places in China 
for overseas Chinese. According to relevant documentation, there is already 
an over | ,000-year history of Fujian residents traveling and living abroad, 
and approximately 5 to 6 million people, a third of the total numbcr of 
overseas Chinese, may be found everywhere in many countries and in areas like 
Southeast Asia, Japan, Europe, the United States, etc. Great numbers of! 
overseas Chinese of Fujian origin have had a glorious traditicn of patriotism 
and love of homeland and throughout history have made very great contribu- 
tions; in the four modernizations of today they are once again an important 
force and are just now playing a greater and greater role in the promotion 
of the Fujian economy. 


Investment in provincial construction by overseas Chinese and foreign citizens 
f Chinese origin has meant a selection of different investment spheres and 
different emphases at different times in history. According to incomplete 
statistics, from 1890 to 1949 overseas Chinese and foreign citizens of Chinese 
origin invested a total of approximateiy 1.39 hundred million RMB (converted 
from foreign currency) in the coastal cities of Xiwmen. Yongzhou, Zhangzhou, 
and Fuzhou and in the 4055 enterprises set up by investment in their major 
places at origin, which every vcar averaged an investment reaching more than 
2.3 million yuan. Investment industries included real estate, commerce, 
financing, industries, communications and transportation, agriculture, 

servic« and mining. These forces in improving social productive forces, 
providing for modern industry a relatively advanced technology and impetus, 
nurturing technologica) strength and improving people's lives (including 

those related t the overseas Chinese) and material conditions have functioned 


as a historical] advance. 


After the establishment of the People's Repub ! ic of China, and in keeping with 
the incessant improvement of our country's international position, there was 
greatly aroused and inspired zeal in the ardent love of overseas Chiness 

for their mother untry and in their concern for the construction of their 
native areas. Mr Chen Jiageng [7/115 0857 1649) is an outstanding 
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representative. He ardently appealed to overseas Chinese to participate 
ictively in the task of socialist construction in their mother country and 

made many beneficial suggestions. In addition, he invested in the construction 
of the Jimei village and Xiamen University, etc., and still helped these 
schools financially after the establishment of the PRC and made active con- 
tributions to the development of the irdustries, communications and public 
facilities of Fujian and to the task of cultural education. 


Under the influence and efforts of Mr Chen Jiageng, many overseas Chitiese 

one after another invested in the construction of their native areas. In July 
1952, based on a suggestion by a tour group of returning overseas Chinese, 

the Fujian Provincial People's government established the Fujian Province 
Overseas Chinese Investment Company. In 1957 the State Council issued the 
"Methods for Special Consideration for Overseas Chinese Investing in State-run 
Investment Companies," further strengthening the enthusiasm of overseas 

Chinese to invest in their native areas. As we understand, during the 13 years 
after the establishment of the Fujian Province Overseas Chinese Investment 
Company, overseas Chinese and foreign citizens of Chinese origin from more than 
10 countries and areas iike Indonesia, Singapore, Malaysia and the Philippines 
and representing more than about 1’,000 families collectively invested more 
than 7/0 million yuan to construct anew or expand some 40 industries or 
enterprises in ?7 areas or origin like Fuzhou, Xiamen, Quanzhou, Zhangzhou, 
Fouginu,. ~° nryou, Nan'an, Pujiang, Yongchun and Longyan. The establishment 

and putting into production of these industries and enterprises played a 

very great role in stimulating the development of production in local industry, 
agriculture and enterprises in order to make the economies of the areas of 
origin prosper, help settle returning overseas Chinese and their families and 
improve the people's quality of life. But later, due to the mistaken influence 
of the "left," the company cut uff its business and through the auspices of the 
Fuzhou branch of the Bank of China cleared and redeemed the shares. 


After the 3d Plenary Session of the llth Central Committee, the Central 
Committee offered a policy of openness to the outside and implemented special 
policies and vigorous measures in determining the economic activities of 
Fujian Province with the outside. This was an important policy which made 

rr developing China's national economy. Many overseas Chinese, foreign 
citizens of Chinese origin and compatriots from Hong Kong, Macao and Taiwan 
have selected the form of doing business with which they themselves feel 
most comfortable and have begun economic and technological cooperation with 
enterprises within Fujian province after seeing that the internal politica! 
situation was stable, that investment was safe and that once again there were 
preferential policies. According to statistics, in the last 4 years, of the 
240 million-yuan foreign investment in the province by overseas Chinese and 
others the $80 million invested or donated by overseas Chinese, foreign 
citizens of Chinese origin and compatriots from Hong Kong and Macao consti- 
tuted one-third. Of the start-up enterprises cooperatively run with 1/7 
groups, 15 or 88.2 percent, belong to Hong Kong and Macao compatriots and 
overseas Chinese living abroad; of 42 cooperatively run enterprises, 40 or 
95.2 percent, have been invested in by overseas Chinese, foreign citizens of 
Chinese origin and Hong Kong and Macao compatriots; the one group operating 
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a business entirely with its own capital was also set up by investment from 


r 
foreign citizens of Chinese origin. Among the projects of compensatory trade 
and g of imported materials and assembly of imported parts, the 
majority are run cooperatively by compatriots from Hong Kong and Macao, over- 
seas Chinese, reig itizens of Chinese origin and enterprises within the 


province. The above-mentioned cooperative projects are already gradually 
developing economic results. As with the case of the Quanzhou Artificial 
Flowers Co., Itd., run cooperatively by the Quanzhou Arts and Crafts Co. and 
the Hong Kong Jiahua Trading Co., owine to increased cooperation from both 
sides, silk flower production has been constantly increasing, the flower 

lors and types have steadily become more numerous and items for export have 
reached 95 percent. In orde. to protect the investor's legal profit, the 
factory requested a lower tax and adopted profitable and advanced management 
and administration and cost-and expense-cutting methods, so that according 
to the 1982 figures the customers’ annual profit on investment reached 
23.8 percent, and the customers felt so satisfied that they demanded that the 
cocperative time frame be extended from the original 5 years to 10. 


The city of Xiamen is one of this province's most famous native areas of 
overseas Chinese. Overseas Chinese and foreign citizens of Chinese origin 
have all been interested in the establishment of the Xiamen Special Economic 
Zone. Even at present there are many of these people, as well as compatriots 
from Hong Kong and Macao, who have energetically returned to their native 
areas to hold talks about investing to run factories and enterprises. They 
have even set up a ¢r » of projects, the economic results of which are good. 


Fuging County is ai, an important native area for overseas Chinese, from 
winich 400,000 people have already emigrated, distributed over more than 10 
countries and regions. In recent years, there have been 22 projects of 
cooperetion in which overseas Chinese have invested or for which they have 
donated money to the degree of more than 66 million yuan/RMB, which is 50 
million yuan more than the total from the 17 years before the "Cultural 
Revolution.'' The most important projects among them are: the newly construc- 
ted can iactory with an annual production capability of 5,000 tons, for which 
overseas Chinese donatea 5 million yuan, and the Qinghua Sugar Factory, which 
presses 2,000 tons of sugar cane daily and is set up in and run cooperatively 
with the county and in which overseas Chinese have inv sted $10 million. In 
order to solicit overseas Chinese funds actively, Fuging County has improved 
the economic results from using those funds, established the Committee for 
Fuging and Native-area Construction ari ordered construction of overseas 

Chir «se construction offices to begin supervision of the design, utilization 
of funds, rate of progress and quality of overseas Chinese construction and 
to use uverseas Chinese funds reasonably and to give full play to the role of 
those funds, in accordance with the desires of overseas Chinese and foreign 
citizens of Chinese origin and the requirements of intraprovincial industrial, 
agricultural and business production. 


In order to give a boost to the economy, and to enable this province to be at 
the head of China's four modernizations, we need to develop a dominant 
position and actively solicit overseas Chinese funds, to introduce advanced 








foreign technology and equipment and to transform present enterprises 
gradually, as well as plan for the new construction of a group of modernized 
mainstay enterprises, to increase our self-reliance and to improve our 
economic results constantly. Overseas Chinese and foreign citizens of Chinese 
origin abroad, together with compatriots from Hong Kong and Macao, are 
enthusiastically investing in the construction of their native areas. We 
ought to do a better jvub to strengthen economic and technological cooperation 
with them, and the sphere of that cooperation should be expanded, for the 
future is a good one. 


In order actively, effectively and increasingly to solicit investment from 
overseas Chinese, foreign citizens of Chinese origin and compatriots from 
Hong Kong, Macao, and Taiwan and to set up enterprises of cooperative 
funding and those of cooperative and independent management, I think that 
we should do a better job of probing further into and solving the problems 
of relaxed policies, increasing attractiveness and expanding the entire 
area of investment. 


I. Protecting the Safety of the Investor and Legal Profits 


Of the goals of investment, one is the safety of that investment; another is 
the desire to take in a profit. If our political situation is stable and if 
our liberal policies toward the outside are long-term and unchanging, then 
there is protection for the safety of investment, and the investor will be 
comparatively assured about it, but as for whether he can realize a profit 
and as for how much that profit might be, he will still be rather worried 
and will still be wary of imperfect laws. In helping investors allay their 
fears and suspicions we can increase the attractiveness of investment. 


We want investors to have good prospects of gain. The standards for legal 
profits ought, in general, to maintain or be somewhat higher than the average 
level of international profit. But to look more closely for a moment, the 
average amount of the international rate of profit changes with the c.sanges in 
the international market. The amount of profit taken by investors has also 

an intimate connection with whether the equipment he has provided is advanced, 
with the degree of the technological level, with the amount of technological] 
capability and with the turnover of funds. If the equipment provided is 
advanced and if the level of technology is high and is needed by us as well, 
then he will demand a rate of profit somewhat higher than the international 
rate. On the other hand, the investor may also be satisfied with receiving 

\ rate of profit equal to or somewhat less than the international rate. 


At the same time, we want to resolve properly the relation between investment 
and donated funds and must not confuse the two. One overseas Chinese went 

to his native area to invest in the establishment of a factory, but his son 
felt that it would be best to donate the money. Let's look into his reasons: 
most important was the perception that investment is taking a risk, has its 
difficulties and is not certain to return a profit. If they were to help them 
to solve problems indirectly, this will directly influence investment. In 
general, we do not solicit donations and accept only those contributions 

given completely voluntarily. 
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Il. Ge Further in Relaxing Policies and Expand the Total Area of Investment. 


If we want to draw more overseas Chinese and compatriots from Hong Kong, Macao, 
and Taiwan to our province to invest, then we should provide special policies 
of preference before we can strengthen our competitiveness. 


We hope to use the methods of reducing taxes, extending the tax-free period 
and permitting appropriate profits to expand the total area of investment and 
strengthen the rate of investment. We recommend adoption of the following 


measure 5 ° 


1. Overseas Chinese investment enterprises may be allowed an appropriate 
reduction when paying national and local taxes based on the rate of taxation 
stipulated by "Taxation Laws for Enterprises Cooperatively Funded and Run by 
the People's Republic of China and Outsiders." 


The taxes owed by overseas Chinese investment enterprises, for all operational 
periods of 10 years or more and beginning with a profit-making year, should 
be tax-free for 3 years. Moreover, when the tax-free period has expired, 
taxes may continue to be reduced by half for a number of years. And there 
ought also to be a further relaxation by reducing and suspending taxes for 
agricultural, forestry and stock-raising enterprises and coastal aquaculture 
enterprises and for the establishment of enterprises in undeveloped areas 

as well as for other enterprises where investment is great, the time involved 
is long and the reaping of benefits is slow. 


2. Overseas Chinese enterprises that fall under the current industrial- 
commercial tax system should not also be assessed under the industrial- 
commercial unified tax. When cooperative enterprises that produce products 
for sale abroad experience export losses under normal operating conditions, 
they, as with in-country enterprises, should be absolved from the tax they 
ought to pay, or the tax should be reduced. 


3. As for those overseas Chinese and compatriots from Hong Kong and Macao 
who are working in the cooperative enterprises, their own salaries and other 
rightful earnings should be permitted to be exchanged in total for foreign 
currency after legal taxes have been remitted. 


4. Bonuses gained by investors ought to be distributed in proportion to the 
investment of the operators, and when it is necessary to convert or pay out 
currency, there may be a suitable reduction in the tax rate as provided by 

the "Taxation Laws for Enterprises Cooperatively Funded and Run by the People's 
Republic of China and Outsiders." 


5. Within the limits of the amount of capital registered by an overseas 

Chinese enterprise, introduction of advanced equipment needed by this enter- 
prise and other necessary materials (including component parts and other raw 
materials) and raw materials imported for processing export commodities may 
avoid import tariffs and the industrial-commercial taxes paid in the process 
of importing goods. When products produced wich imported raw materials are 
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both for sale abroad and for in-country consumption, the tax should be figured 
on the basis of the proportion of internal and external] sales. Those used tor 

ernal sales (including substandard goods unqualified for export) should be 
axed or the tax should be paid up according to rules. 


Ili. We Should Provide a Portion of the Internal Market for Products 
Overseas Chinese-run Enterprises. 

The goal of our running cooperatively financed, cooperatively run and inde- 
pendently run enterprises is to introduce advanced technology and to draw on 
their funds, managerial experience and talent. When cooperative enterprises 
are first started, and it is mentioned that the whole output is to be exported, 
this not only affects the enthusiasm of the investors but also directly 
influences the development of the cooperative enterprises. Because of this, 
allowing the preducts of cooperative enterprises a portion of the internal 
market would be a special consideration, and very necessary for the internal 
market, the drawing in of overseas Chinese funds and the acquisition of 
advanced technology, management and talent, and would be a form of economic 
and technological cooperation that would cost very little. Even through means 
of trade and spending money we cannot be certain of being able to buy the 
necessary technology and management experience. 


To yield a portion of the internal market is already without contention, but 
the issue of how much of the market to yield and how large should be the 
proportion between internal and external sales is worth discussion. It is my 
belief that sales of products from overseas Chinese-operated enterprises ought 
to be differentially provided for on the basis of supply and marketing condi- 
tions within China's own internal markets. That is to say, it should be a 
principle toward products produced by overseas Chinese-run enterprises that 
encourages sales abroad while permitting sales within the country. As for 
products for which the raw materials and component parts are a’l imported, 
they ought to be sold abroad to the best of our ability, but aside from 
products for which the state strictly controls import, after approval it 

would be permitted to sell from 10 to 30 percent within the country. As for 
products for which the raw materials and component parts are all provided 

from within the country, internal sales would be permitted, but they ought 

to strive to sell a portion abroad. As for the introduction of advanced 
technology and equipment absolutely in keeping with our country's requirements 
and the production of products in short supply that the country needs 
urgently, the proportion of internal sales may be suitably relaxed, and some 
may even be manufactured primarily for internal sales. 


Goods for internal sales should be sold through channels provided by the 
government, because only in this way may we promote the development of the 
cooperative enterprises. If enterprise foreign currency income and expendi- 
tures are not balanced because of internal sales, foreign currency may be 
allocated via sanctioned governments of the investment areas or through 
enterprise-relevant departments, because paying the investors will protect 
their rightful profits. 
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may be permitted in accordance with the quality of the products. 
IV. Problems for Continued Resolution 


1. When directly relaced member. of the investor's family request to be 
employed at the cooperative enterprises, they may be given priority employment 
based on enterprise needs and manpower conditions. Appropriate proportions 


| 
may 2iS0O pe ot ipulated. 


2. When an overseas Chinese company and an outside company request at the 
Same time to invest in and run the same construction project and when all] 
conditions are equal, priority may be given to the overseas Chinese company. 


3. We should relax provisions for operating independent operating enterprises 
within the province. This is to encourage overseas Chinese and Hong Kong, 
Macao and Taiwan compatriots to experiment selectively a little in the 


coastal] ‘ ities. 


4. Based on requirements and possibilities, we should in a planned way 

start up cooperative enterprises in Third World countries together with 
overseas Chinese and foreign citizens of Chinese origin living abroad, 
focusing on tapping the natural resources our province so urgently needs, and 
we can use the advantageous conditions there to set up some processing and 
assembly enterprises. The products would chiefly be sold in those native 
markets and may also be exported to international markets. In order to 
accomplish cooperative enterprises outside our country we will need to adopt 
relevant support measures in the aspects of funds, taxes and profits and 


supply of goods and materials. 


In encouraging overseas compatriots and Hong Kong, Macao and Taiwan com- 
patriots to invest in their native area's construction, this province has 
already obtained happy results, but advancement and development are stil] 

not fast. For these reasons, there are the problems of recognition and system 
and policy problems as wel] as problems of knowledge, experience and work 
efficiency. Right now, it is necessary to sum up diligently and analyze our 
experiences over the last few years in drawing in funds from overseas Chinese, 
research the new conditions and new problems, make full use of our accomplish- 
ments, overcome the deficiencies, give full play to the dominant position of 


Fujian and make even better the work of drawing in funds from overseas Chinese. 


12586 96 
CSO: 4006/275 








FOREIGN TRADE 


INCREASED UTILIZATION OF FOREIGN FUNDS DISCUSSED 
Beijinz GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese Jan 83 pp 4-5 


[Article by Wei Yuming [7614 3768 2494], vice minister of foreign economic 
relations and trade: "Create Conditions for Using as Much Foreign Funds 
as Possible"] 


[Text] The 12th CPC Congress issued a call for creating a new situation 

in the socialist modernization of our country in an all-round way. In 

his report to the 12th CPC Congress, Comrade Hu Yaobang said: “Enacting 

the pclicy of opening up to the outside world and of expanding economic 

and technological exchanges with foreign countries is an unswerving 
strategic policy of our country." He also said: "We should use as many 
foreign funds as possible for our construction. To do so, we must do a 

good job in necessary preparation work of all kinds and make proper arrange- 
ments for indispensable domestic funds and various supporting measures." 
This has further clarified the orientation for us in the use of foreign 
funds in the future. Since the 3d Plenary Session of the llth CPC Central 
Committee put forward the policy of opening up to the outside world, our 
country has scored initial achievements in the utilization of foreign funds. 
As of today, foreign governments and international monetary organizations 
have promised to supply over $7 billion of long- and intermediate-term loans 
at moderate or low interest rates, of which over $2.2 billion have been 
fulfilled. Foreign investors have agreed to $4.3 billion of direct invest- 
ment, of which $1.5 billion have been absorbed. The loans supplied by 
governments and international monetary organizations are used mainly for 

the development of energy resources, construction of railways and majo- 
state construction projects. The direct investments are absorbed through 
joint ventures, production and development cooperation and medium- and 
small-scale compensation trade. So far, over 50 joint ventures have been 
approved to set up operations, including those in special economic zones, 
and nearly 700 production cooperation projects have been approved. Judged 
by those which have been completed or are under construction, these projects 
have played a marked role in promoting the technical transformation of our 
medium and small enterprises, increasing our production capacity and 
raising our management levels, with good economic results. 
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In accordance with the call of the 12th CPC Congress--we snould use an many 
of our foreign funds as possible in the "Sixth 5-year Plan" period--in the 
new year we will continue to use and do a good job in the work of long- 

and intermediate- term loans with moderate and low interest rates provided 
by foreign governments and international monetary organizations. We should 
use them mainly for energy resources, communications and nonferrous metal 
development projects as well as urgent construction projects. At the same 
time, we should actively absorb direct foreign investment and establish 
Chinese and foreign joint ventures in a guided, planned and step-by-step 
manner to serve the readjustment of our national economy and promote the 
technical transformation of our medium and small enterprises. Here, I 
would like to focus on the discussion of the work in the establishment 

of joint ventures. 


1. We should create more favorable conditions for the policies of 
establishing joint ventures. Our country has realized political stability 
and unity and our economy has entered a steady and sound developmental 
course. This has provided the most fundamental condition for foreigners 
to invest in China. In light of the actual conditions of the past few 
years in running joint ventures, we will sum up our experience, properly 
ease our policies and create more favorable conditions for foreigners 

to invest in China and establish joint ventures with us. We will also 
expand the decision-making power of coastal cities in using more foreign 
funds, importing technology and transforming old enterprises. 


2. We should pay close attention to legislative work. Since the promul- 
gation of the "Law on Joint Ventures Using Chinese and Foreign Investments” 
in 1979, our country has issued some individual laws. However, the 
legislation in this regard is still incomplete. In the new year, we will 
promulgate "Rules for the Implementation of the Law on Joint Chinese-foreign 
Ventures;"' and suggest that the departments concerned formulate as soon 

as possible civil laws, company laws, patent laws, laws on foreign economic 
contracts, laws on mineral resources and arbitration laws so they can be 
promulgated and implemented. At the same time, we should also actively 
negotiate with related countries on signing an agreement to protect 
investments and prevent double taxation. 


3. We should establish joint ventures in a planned and concentrated manner, 
strengthen the leadership over joint ventures and tighten planning manage- 
ment. First of all, we should coordinate with all localities and depart- 
ments in running well the 50 joint ventures which have already been approved. 
In accordance with state-unified policies, we should adopt necessary 
measures, solve all practical preblems and ensure that these joint ventures 
become stable and expand. At the same time, we should actively advocate 


a group of joint venture projects set forth at an investment promotion meeting 


in Guangzhou in 1982, ensuring that every project is realized. Second, 
we should organize all localities and departments to submit, in light of 
the needs of economic development, a number of projects for using foreign 
funds in a planned and concentrated manner. After initial discussion and 


98 








comprehensive baiance, these preliminary projects will be approved according 
to state provisions and then be included in economic plans at all levels. 
After following these procedures, we should release the conditions for 

these joint ventures group after group in different stages and invite 
foreign investors to China to negotiate on these projects. 


4. We should pay close attention to cadre training and constantly raise 

work efficiency. Joint ventures are a new thing that have emerged since 

our country adopted the open-door policy. In the past few years, we have 
been studying while practicing. We still lack experience. The professional 
and managerial levels of our cadres are not high enough. They cannot satisfy 
the needs of this work. Therefore, in the new year, we will continuously 

sum up and exchange experiences through study groups. If conditions permit, 
we may invite foreign experts to give lectures in China or send people to 
study abroad to raise continuously the professional and managerial levels 

of our cadres. 


Guided by the spirit of the 12th CPC Congress and along with th continuous 
improvement of our economic legislation and various policies, I :im convinced 
that in the new year a new situation will appear in the utilization of 
foreign funds and the establishment of joint ventures. 


In conclusion, I wish everybody a happy new year! 


12302 
CSO: 4006/381 
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FOREIGN TRADE 


WAYS TO IMPROVE FOREIGN TRAD EFFICIENCY SUGGESTED 
Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese Mar 83 pp 16-21 


[Article by Ji Chongwei [1223 1504 1218] and Yuan Wengi [5913 2429 4388]: 
"Vigorously Improve Economic Results and Create a New Situation in Foreign 
Trade" ] 


[Text] At the 12th CPC Congress, Conrade Hu Yaobang urged us to “develop 
foreign trade vigwrously"and “shift all economic work to a course centered 
on the improvement of economic results.” This explains that while vigorously 
developing foreign trade, China must pay great attention to improving its 
own economic results. In order to fulfill the magnificent goal of quad- 
rupling the total industrial and agricultural output value of our country 

by the end of this century, we btulieve that we must not only double and 
redouble the volume of our foreign trade but also achieve the best economic 
results in terms of quality. Accelerating our country's economic construc- 
tion by developing our foreign trade is merely a possibility. A key to 
realizing this possibility is whether our foreign trade can have better 
economic results. This has become a vital link for creating a new situation 
in our foreign trade. 


Therefore, combining theory and practice to study and explore the issue 
of improving the macroeconomic results of foreign trade is of great 
immediate significance. 


Prerequisites for Creating the Macroeconomic Results of Foreign Trade 


Economic results mainly refer to the ration between labor input and labor 
output in socialist economic activities. The macroeconomic results of 
foreign trade (or the national economic profitability of foreign trade) 
refer to the amount of social labor saved during a certain period of time 
through exports and imports or the amount of profits acquired by a nation 
through foreign trade, taking into account the overall national economy. 
This indicates that there is a direct link between the macroeconomic 
results of foreign trade and "value." 
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However, over a long period of time, people engaging in theoretical and 
practical work in our country have failed to gain an adequate understanding 
of the theory that developing foreign trade, which is part of the field 

of circulation, may create new wealth for a nation. 


In fact, this issue was discussed a long time ago by Marx in his work in 
explicit and positive terms. He said: "I car. use new value to create new 
labor and I can create new value with new labor. I always reproduce the 
whole process by constantly exchanging one new value for another and give 
things value which they did not have by exchanging them for other things. 

I will reexport a portion (value) and exchange the other portion for the 
same amount of value I exported to acquire profits. This can make trade 
nations prosperous." He continually pointed out: “Any new exchangeable 
object is, in the final analysis, a new value in itself. Therefore, it 

can increase the amount of value. Because of this, along with the develop- 
ment of new exchangeable resources, the amount of value in both domestic 
trade and foreign trade will increase." We understand that the Marxist 
sayings “use new value to create new labor and create new value with new 
labor" and "a new exchangeable object is, in the final analysis, a new 
value in itself" means that the portion of social labor saved through 
international or domestic commodity exchanges, which Narx called “new 
labor,” can be used on “new (labor) objects" such as land, mines and other 
raw materials to produce new labor products and create "new value." Based 
on this understanding, foreign trade, which is part of the field of circula- 
tion, cannot directly create value. But it may increase the amount of value 
in a nation or it may indirectly "create new value.” 


Marx's theory that foreign trade may indirectly create new value, thereby 
creating new wealth for a nation, provides a scientific theoretical basis 
for the policy of vigorously expanding foreign trade and improving its 
economic results to accelerate the modernization drive set forth by the 
12th CPC Congress. 


If we fail to understand the idea that foreign trade may create new wealth 
fur a nation, we are bound to consider or we can only consider foreign trade 
merely as a means of exchange for use value in theory and practice. 
Consequently, such a view will inevitably cause us to ignore the economic 
resuits achieved by using the international division of labor through foreign 
trade. This view will cause foreign trade departments and enterprises to 
pursue only foreign exchange earnings and material transfers and ignore 
production costs and profits. If so, improving the economic results of 
foreign trade will become nothing but empty talk. Actually, the role of 
foreign trade, “in addition to helping supply each other's needs, also 
involves an issue concerning the rationality of economic results. Each 
country has its own advantages and, unavoidably, disadvantages. The labor, 
time and costs necessary for producing goods of the same kind vary sub- 
stantially among different countries. Therefore, it is necessary for all 
countries to achieve their best economic results by trading with other 
countries.” (See Comrade Chen Muhua's [7115 1970 5478] article: "Open 

Up a New Situation in Foreign Trade.") 
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Over a long period of time in the past, due to the inadequate understanding 
of the idea that foreign trade can create new wealth for a narion, the 
departments concerned and the enterprises ir our country often ignored and 
allowed blindness to exist to a certain degree in their administration and 
management. This finds its expression mainly in the following areas: 


l. For a long period of time, the departments concerned in our cour:try did 
not compare the differences in the labor, time and costs needed for pro- 
ducing goods of the same kind among different countries and used them as 

a basis for planning the export and import commodity mix. Instead, they 
often emphasized the transfer of use value, namely the regulation of 
surpluses and deficiencies. 


2. In the practice of foreign trade, exports mainly were used as a means 
to earn foreign exchange in order to import use value. Naturally, a one- 
sided tendency to seek high earnings of foreign exchange appeared, and 
certain commodities were exported as long as they could bring us foreign 
exchange earnings, no matter how high their production costs were. This 
inevitably resulted in foreign trade deficits, caused unnecessary losses 
to the state and reduced the economic results of foreign trade. 


3. In imports, due to the great price disparity formed over the years as 

a result of international inflation and a dome tic price freeze, we suffered 
a huge deficit after settling accounts in RMB. In addition to this 
objective factor, the departments concerned, when devising import plans, 
often emphasized exchange for the use value of commodities and seldom 
considered the efficiency of importing these commodities from the macro- 
economic point of view. They also failed to take into account such factors 
as international price fluctuations. Because they did not pay enough atten- 
tion to the gains and losses in the value of certain commodit,es they could 
not weigh the pros and cons and seize the opportune moments to do business. 
They should not attempt to import any commodity if it is not included in 

the import plan, no matter how low its price. If a certain commodity is 
included in the import plan, they must import it as scheduled without fail, 
even though its price may have gone sky high in the international markets 
and they have to pay a high price. 


Several Suggestions for lmproving the Macroeconomic Results of Foreign Trade 


l. The planning of the export and import commodity mix should be based on 
the principle ef national economic profitability in foreign trade. This 
demands that we estimate the profitability of the national economy by 
taking into account both value and use value and both social labor that 
can be saved at present and labor that might be saved in the future. To 
do so, we need to compare the domestic value and international value of 
various export and import commodities and estimate the comparative costs 
of every export and import commodity. Because of this, we need to study 
further and formulate the profitability indexes for the national economy 
in foreign trade. Although the study and formulation of such indexes 

are very complex, we must throughly understand and utilize these indexes. 
Otherwise, it will be impossible to provide a scientific basis fur the 
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planning of the export and import commodity mix. Therefore, we suggest 

that the departments concerned organize people in all fields to conduct 
in-depth studies of these indexes and formulate as soon as possible a conm- 
plete set of indexes suited for our national conditions 2nd their arithmetic 
formula. With these indexes and the formula, we can plan our export and 
import commodity mix in a scientific and rational manner and strive to 
achieve the best macroeconomic results. 


2. Proceeding from the overall situation and the developmental point of 
view and in light of the actual conditions of our country, we should 

improve the macroeconomic results of foreign trade by applying the principle 
of comparative advantage, bringing into full play our strong points of 

rich natural resources, abundant labor and consummate traditional skills; 
utilizing our existing industrial basis and scientific and technological 
conditions; producing and exporting products in which our country has an 
absolute or comparative advantage; and importing products in which our 
country has no advantage or disadvantage. 


For example, according to the natural conditions of our country and the 

fact that we have abundant resources of labor, it is comparatively beneficial 
for us to import a proper amount of grain which can be produced with much 

less labor in the agriculturally developed countries than it can in our 
country and transfer a ~ortion of our iand to produce cash crops such as 
cotton, sugar crops, oil-bearing crops, tobacco leaves, fruits and ve,etables- 
-all of which consume more labor but have a higher economic value. 


According to the natural conditions of northeast and northern China, we 
can plant more soybeans and peanuts in these areas and properly raise the 
domestic consumption race of rapeseed oil, which is a high-yield crop in 
southern China. We can achieve much greater economic results by exporting 
soybeans aad peanuts and importing grain than we can by simply planting 
grain crops in these areas. Moreover, we can also plant more fruits and 
vegetables needed by international markets in certain coastal areas and 
use them to exchange for other commodities suitable to our needs. This 

is another way to improve the economic results of foreign trade. 


For another example, based on the fact that our country is extremely rich 

in natural coal resources and that international coal prices are much 

higher than domestic production costs, we can follow the principle of 
comparative advantage ani export coal and processed coal products to ex- 
change for resources that our country is short of, such as timber, and for 
materials that take a large amount of investment to develop, such as iron 
ore and copper. The economic results we can achieve by doing so are very 
obvious. As for industrial products, we should develop and export machinery 
equipment in which our country has a relatively good foundation and which 
takes complex labor to produce, such as machine tools, tools and spinning 
machines. It pays us to exchange such goods for steel products and aluminum, 
which are overproduced and low-priced on the international marke* and which 
require large amounts of investment and high energy consumption to produce. 
It also pays to import some machinery equipment which our country cannot 

now produce or which our country can produce only in small volume at high 
cost. 
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different levels need to pay taxes and retain profits, thereby substantially 
increasing the costs of producing such commodities. Therefore, the export 
of such commodities could caus<¢< “losses” (or false losses) to enterprises 
which produce or export such commodities if judged by microcconomic results. 
Under this circumstance, the microecor omic results of exporting enterprises 
should be subordinate to the macroeconomic results of foreign trade, such 
commodities should be continuously exported in a planned manner. At the 
same time, proceeding from the macroeconomic results of foreign trade, 
lepartments producing such commodities should sacrifice their protits, tax 


, 


departments fmoulid offer ta exemptions ana tiv tate mnoul ive quota 


subsidies relative to policies to encourage and expand the cxport of such 


commodities. 


Second, foreign trade enterprises and departments in all localities must 
unite in dealing with foreign countries and abide by the principles of 
national economic profitability in foreign trade in regard to import and 
export transactions and prices. Proceeding only from their own microeconomic 
results, some departments, localities and enterprises vie with each other in 
purchasing export goods by offering domestic suppliers higher prices and 
compete with each other in exporting such goods by offering toreign buyers 
lower prices. This can bring a small profit to enterprises but do great 
harm to the nation. Therefore, it must be prohipvited. We should brin; 

into play the enthusiasm of localities, departments and enterprises for 
carrying out economic and commercial activities with foreign countries on 
the condition that they carry out unified plans and policies and unite in 
dealing with foreign countries. We should also use the macroeconomic results 
of foreign trade as a major criterion for judging the success or failure 

of their management and operations. 


4. [he planning work and management methods of foreign trade must be improve: 


First of all, we should consider macroeconomic results as a major basis 
for devising export and import plans. We should not only consider th 


j 
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targets o1 trade volume but also consider the targest of macroeconomic 
results and fully demonstrate the superiority of our socialist planned 
economy in the field of foreign trade. 


Second, when we devise export and import plans, we must give full con- 
sideration to the characteristics of international markets. The periodic 
economic crisis and extremely acute competition of capitalism cause demand 
and supply relations to change frequently in the international markets. 

Such changes in turn cause international market prices to fluctuate drasti- 
cally from time to time. Therefore, when our commodities enter international 
markets, the stability of our socialist planned economy will inevitably 
contradict the market fluctuation of the capitalist world. To eliminate 
this contradiction, our planning work must be flexible to a certain extent. 
For example, when devising import plans, we should consider that the capita- 
list world is suffering from a protracted economic crisis and stagnation, 
most commodities belong to "buyers markets," and the initiative in importing 
commodities is in our hands. Therefore, it is possible tof us to adopt 
various foreign trade strategies favorable to us and import commodities 

at prices that are most or comparatively advantageous to us. To do so, 

we should leave plenty of room for maneuver in devising plans. We 

should hammer out more than one import plan. We should give a certain 
amount of power to foreign trade departments and enterprises to maneuver 

in accordance with the changes of international market situations when 

they carry out such plans, so they can choose the time and prices most 
advantageous to us to import more commodities with less foreign exchange. 

In future import plans, the amount of foreign exchange spent should not 

be used as a target for assessing enterprises. Instead, enterprises 

should be encouraged to import all goods required by their plans with 
relatively little foreign exchange. When importing goods or technology 

of the same kind, we should choose a way that is most advantageous to us. 


By the same token, when transmitting export plans, we should also consider 
the aforementioned characteristics of the international markets and authorize 
departments and enterprises enacting such p'ans to readjust properly the 
volume of commodities to be exported and the targets of commodities to be 
procured at home in accordance with changes in international market situa- 
tions. This can help us export our commodities in a timely manner, achieve 
the best economic results of export and reduce the overstocking of goods 
which are not in demand in the international markets. 


5. We must conduct necessary reforms in the current foreign trade manage- 
ment system. Specialized export and import corporations in our country 

are referred to as enterprises in form. In fact, they are a combination 

of administrative organs and enterprises. The economic results of these 
corporations have nothing to do with the material interests of their 
leaders, staff and workers. In light of this, to improve the economic 
results of foreign trade, we should separate government administration from 
enterprise management, increase the responsibility and authority of export 
and import corporations in administration and management and, on this basis, 
establish economic responsibility systems. The state should allocate a 
certain amount of operation funds to these enterprises and hold them 
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responsible for their own profits and losses. If their losses are caused 
by policies, the state should give them quota subsidies according to commodity 
categories. We should ensure that these enterprises really have a right to 
independent management. We should implement responsibility systems in those 
enterprises or integrated bodies of enterprises directly engaging in export 
and import activities so as to unify right, responsibility and benefit. 

We should consider the economic results of foreign trade to be a major cri- 
terion for judging the management of all export and import corporations 

and as a major basis for evaluating the work of their managers and employees. 
By so doing, we can combine the interests of the state, the collective 

and the individual into one. This is an important measure to guarantee 

the improvement of economic results in foreign trade. 


At the same time, in accordance with the principle of commodity speciali- 
zation, we should readjust the business scope of all export and import 
corporations and divide large and general corporations into small and 
specialized companies. Export and import corporations and their subsidiaries 
all are handling too many different commodities. This makes it difficult for 
them to conduct thorough market investigations and studies, collect infor- 
mation, master price situations, estimate profits for all commodities, 

follow the complicated and constantly changing international market 
situations and improve economic results. If we divide large and general 
export and import corporations into small and specialized companies according 
to commodity specialization (one or several commodities ) or if we reorganize 
them into integrated companies that combine industry with trade and produc- 
tion with marketing, we will make it possible for these enterprises to con- 
centrate on investigating and studying foreign market situations for the 
commodities they haneld, strengthen market forecasts, improve the variety, 
packing and quality of export commodities in a timely manner, reduce the 

time needed for delivery and raise the rate of fulfilling contracts. By 
doing so, we can markedly improve the eccnomic results of foreign trade. 


6. In view of the situation that competition is increasingly acute and 

some commodities in international markets are controlled by a few monopolies, 
we must strengthen the state monopoly over our foreign trade. We should 
consider each export and import company specializing in certain commodities 
a monopoly unit in dealing with foreign countries and as an export and 

import commission agent for all localities and enterprises at home. By 
doing so, we can unify our policies, plans and prices when dealing with 
foreign countries. 


After establishing such a prerequisite, we should bring into play the 
enthusiasm of all localities, departments and enterprises. To do so, we 
must improve the present foreign exchange sharing system. We should give 
localities, departments ..d enterprises a certain share of foreign exchange 
earnings or profits in RM. iccording to the economic results of their export 
commodities. This can arouse their enthusiasm and prevent them from com- 
peting with each other in exporting commodities of the same kind by lowering 
prices and vying with each other in purchasing such commodities by raising 
prices. Therefore, we can reduce unnecessary losses to the state caused 

by such malpractices and increase the macroeconomic results of foreign 
trade. 
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7. Great efforts must be made to improve the quality, variet 

- our export commodities and supply what is in demand in 
markets so as to raise our sales prices and increase our foreign e>» 
earnings. 


8. At present one important factor affecting the improvement of the « 
results of our foreign trade is that our export commodities are not 
marketable in international markets because their quality, variety 
functions cannot meet the needs, their packing quality is poor and their 
delivery is not on time. As a result, our commodities are sold at prices 
much higher than the same kind of commodities made in other countries. 
There are numerous such instances--too many to mention one by one. In sun, 


we have great potential for improving economic results in this field. We 
must be determined to improve the quality of our commodities and marketing 
work, consider it as a major strategy and carry it out in a continuous 

and conscientious manner. 


To do a good job in this regard, we must notice the characteristics and 
changes in the form of international competition. On today's international 
markets, price competition still plays a role, but its function, including 
the competition of novelty regarding the quality and variety of commodities 
and the competition of after-sale services, which have grown substantially. 
In particular, because consumer demand on the international markets changes 
relatively fast, products are upgraded and updated faster and faster. 

Since international trade protectionism is growing daily, many restrictions 
have been imposed on us regarding the quantity of our export goods, leaving 
us very little room for development. However, there is a vast world in 
which we can improve our quality. Only a quality breakthrough can help 

us increase our exports rapidly. Therefore, improving quality is the best 
way to counter trade protectionism. We should win a victory through quali- 
tative superiority and "novelty." We should upgrade and update export 
commodities in a timely manner, improve packing, reduce the time needed 

for delivery, vigorously advertise our commodities and strengthen tech- 
nological services, so as to raise the market prices of our commodities. 

We should also gradually increase the percentage of production according 

to sales and foreign orders. Only by doing so can we continuously improve 
foreign trade economic results. 


In sum, we should proceed from the actual conditions of our country, absorb 
the experience of foreign countries and constantly explore and study ways 
and means to improve macroeconomic results of foreign trade. Within this 
century, we need not only to increase the volume and expand the scale of 
our foreign trade but also to raise substantially the management level and 
profit rate of our foreign trade. We should open up a new situation in 
foreign trade to accumulate more funds for the four modernizations and make 
due contributions to accelerating the modernization drive. 
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FOREIGN TRADE 


INCREASED INVESTMENT IN HONG KONG DISCUSSED 
Fuzhou FUJIAN RIBAO in Chinese 13 Jan 84 p 4 


[Article by Zi Jing [1311 2417]: "China's Investments in Hong Kong Have 
Increased Sharply"] 


[Text] In the past few years, China, by means of companies located in Hong 
Kong, has invested $1 billion in Hong Kong. China's major trade organizations 
in Hong Kong, such as the Hua Run Company, the Hong Kong branch of the Bank 
of China, the China Goods Company and the China Zhaoshang Bureau, in the past 
few years have all had an illustrious development and I have played a role in 
safeguarding the prosperity and stability of Hong Kong. 


The Hua Run Company has built many large-sized warehouses, a modern, 
commercial-class sky scraper and Hong Kong's largest modern "Hong Kong 
Exhibition Center." This exhibition center has played an important role in 
promoting China's trade and economic relations with Hong Kong. The Hua Run 
Company has also set up a Hong Kong general agency for selling Chinese oil 
and oil residue fuel. According to the latest news, this company wants to 
expand and create "The Hua Run Group Co., Ltd.," register anew with the Houg 
Kong government and register Hong Kong $200 million worth of capital. Its 
subsidiary companies will include the Hua Run Textile Goods Co., Ltd., the 
Hua Yun Co., the Wang Feng Co., the De Xin Co., the China Arts Co., Ltd., 
the Cathay Co., Ltd., and the Long Di Business Co., Ltd. 


Last year the Bank of China expended the huge sum of 1 billion yuan to 
purchase land from the Hong Kong government to build branch banks in Hong 
Kong. Before this, the Bank of China long ago had established an important 
position in the financial circles of Hong Kong. In all of Hong Kong there 
are 30 sister banks with Chinese capital, and excluding the funds that 
China pours into Hong Kong, their fairly high profits have attracted 
depositers. They have established 210 branches in Hong Kong and Kowloon, 
an amount second only to the Hui Feng Bank of the British capitalists. 


The subsidiary companies of the China Zhao Shang Bureau Steamship Co., Ltd., 
are subordinate to the Chinese government, but their headquarters is 
established in Hong Kong. This subsidiary company, which deals in ships, 
only manufactures maintenance equipment and machinery and uses a large fleet 
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of cargo ships. China has a large number of cvompanies specializing in Chin 
goods spread all over Hong Kong and Kowloon and they are representative 
dealers in Chinese goods. These companies deal in just about every kind of 
product you would expect to find, and most of their prices are relativ 
inexpensive. 


In the pasc few years, the scope of China's investments in Hong Kong has 
gradually expanded and the number of organizations located in Hong Kong ha 
increased. The major economic trade companies such as the Chinese Interna- 
tional Trust Organizaticn, the Fujian Province Trade Organization in Hong 
Kong of the Hua Run Co. and the Guangdone Organization of the Yang Aohai Co. 
stationed in Hong Kong have purchased property in Hong Kong and engaged in 
on-the-spot business. 


China has increased iuvestments in Hong Kong with initiative. This has been 
beneficial for trade activity, attracting advanced technology from abroad 
and promoting China's four modernizations. Moreover, it is also beneficial 
for a flourishing and stable Hong Kong. 
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FOREIGN TRADE 


INCREASES IN FUJIAN'S FOREIGN EXCHANGE REPORTED 
Fuzhou FUJIAN RIBAO in Chinese 25 Jan 84 p l 


[Article by Zhan Renrong [1728 0117 2837], Reporting Group, Fuzhou Branck, 
Bank of China: "This Province's Foreign Exchange Deposits Double and 
Redouble"™ } 


[Text] The 1983 foreign exchange tranecactions at the Bank of China branches 
in the various localities of this province have made further progress in 
their development. Foreign exchange loans granted have increased 36 percent 
compared to those of last year, foreign exchange deposits received have 
increased 1.58 times over those of last year, complementing the increases in 
people's currency loans and in people's currency deposits over those of last 
year which have also been considerable. All this has played an important 
role in supporting this province's economic construction and external 
economic and trade work. 


In their foreign exchange loan transactions last year, the Bank of China 
branch organs in this province have adopted the approaches of combining 

large with medium and small loans and of combining long-term with middle- 
term and short-term loans in an effort to administer a beneficial interest 
policy with relevant differentiation and, on the basis of different needs, 

to extend appropriately the loan periods. After receiving such foreign 
exchange support, the Qingzhou paper mill has imported from the United States 
the production technology and key equipment for the production of paper-bag 
paper of great strength at a low fixed-production rate. Under the condition 
of not increasing any plant buildings nor the number of personnel nor the use 
of raw materials or fuel, its productive capacity, according to estimates, 
will be enhanced by 40 percent, with a yearly increase in paper production 

of 25,000 tons. After the plant begins production, both the principal and 
interest on the loan will be fully paid up with 2.5 years, and each year it 
will be able to increase the state's tax income by 20 million yuan. The 
Xiamen Bank of China branch has provided active support to the Yinhua brick 
plant, the first foreign-run independent enterprise in the Xiamen special 
economic zone, by granting it a fixed-asset loan of U.S.$140,000, plus a 
current capital loan of U.S.$470,000. This has accelerated the construction 
of the brick plant. 


The Bank of China branches in all localities have been participating in 
providing investments to local enterprises in an effort to help the 
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deve’opment of such enterprises as tourism, communications and light 
industry. Among these, the relatively larger ones include the Fuzhou hot- 
spring building, the Xiamen Lujiang building, the Fuzhou knitted goods 

and dyeing mill and the Chuanzhou oriental handbag plant. The total of 
their investment in all these enterprises amounts to 3,830,000 yuan. 
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FOREIGN TRADE 


‘USSES TRADE POLICY AT THAI FAIR 


Bangkok KHAO CHATURAT in Thai 24 Mar 84 pp 23, 24 


| Interview with Kuo Haipin, the assistant secretary-general of the Interna- 
tional Trade Promotion Department, People’s Republic of China, by Satawat; 


ail 


late anc place not specified 


[Text] [Question] I would like to ask you about the purpose of having 


iAnswer! The first objective 1s to promote relations between the two 
ountries and promote trade relations so that the Thai people know what 

yoods we are exporting to each other. At present, relations between 

the two countries are much better. I think that trade and economic relations 


will follow. 
[Question] Has such a fair ever been held in Thailand before? 


[Answer| There have been three previous fairs. This is the fourth time 


in 9 years. 
[Question] What was achieved by holding those three previous fairs? 


|Answer| The results were very satisfying. But you have to understand 

the principles. The Chinese Trade Promotion Department, which held these 
fairs, 1S responsible for promoting international trade. But it does 

not engage in trade directly. These fairs were officially-sponsored 

fairs. They were held in the name of the Chinese government, which contacted 


the Thai government directly. 


[Question] Can you determine whether those three fairs he ped increase 
the level of trade or the volume of trade between Thailand and China: 


i\Answer|] After relations between the two countries [were restored], 
trade between our countries increased very quickly. But it’s difficult 
to say whether this happened as a4 result of these trade fairs. They 
probably played some part. But actually, we are not satisfied with what 


has been accomplished. 
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[Question] secentiy, it seems aS if more anc more minese goocs nave 
been appearing in the marekts here. Many groups f Thai merchants wh 
export goods are worried ahout the fact that China 1s no longer purchasing 
the goods that it once did. And another problem is that in the beginning, 
Thailand had a balance of trade surplus with China. But recently, Thailand 
has hac a trade deficit. What can Thailand and China do to solve this 
problem 

l[Answer| The governments have discussed this. That 1s, concerning interna- 
tional relations, both sides look for what will satisfy the needs of 
both sides. I don’t know what to say about the details. But as for 
China‘’s policy, it as trying to achieve a trade balance between the 
two countries. For example, China does not need gunny bags. But it 

Joes need other types of goods. Concerning this, there must be exchanges. 
nm a worlawide scale, it 1s difficult to achieve a perfect balance. 
There will always be a slight surplus or deficit. But it should not 
be allowed to grow too large. Another example that should be mentioned 
here is rice. If we purchase rice from Thailand, this will help restore 
the balance of trade. After we purchase this rice, we can sell it to 
other countries. We have to give attention to this matter every year. 
Within China‘’s Ministry of Commerce, there is a department, the Export- 
Import Department, that handles this matter. 

[Question] One final question. There are many goods on display at this 
fair. But I don't see any computers, which is the type of good that 
is receiving much attention at present. At present in China, how much 
progress has been made in the field of computers: 

{[Answer| During the past several years, China has made much prooress 


in the field of computers. But computers are not 
as is the case elsewhere. Because previously, 

It will take time for us to catch up. This 
Another thing 1s people. 
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FOREIGN TRADE 


GUANGDONG MEASURES TO COPE WITH TECHNOLOGICAL CHANCES 
Guangzhou YANGCHENG WANBAO in Chinese 1 Feb 84 p 2 


[Article by Lan Xing [5663 2502]: "Guangdong Economic Circles Discuss What 
Guangdong Is Going To Do in the Face of the Challenge of Our ‘New Tech- 
nological Revolution'"] 


[Text] From 18 to 22 December of last year, the CPC Guangdong provincial 
committee policy research office, the provincial economics associations, 
the economic research institute of the provincial academy of social 
sciences and the NANFANG JINGJI [THE ECONOMY OF THE SOUTH] editorial 
department jointly convened a “Seminar on Strategy and Theory for the 
Economic Development of Guangdong Province." Presently, I would like to 
relate briefly the state of the discussion on the question of facing the 
“new technological revolution." 


Comrade Zhao Ziyang has pointed out that in our march toward the four mod- 
ernizations, a new technological revolution “is both an opportunity and a 
challenge.” During the discussion, the participants held that Guangdong 
is situated in the coastal area. It is an crea in which the economy and 
science and technology are fairly well developed and talents are also 
quite concentrated. It should first of all undertake the responsibility 
of welcoming the challenge of this "new technological revolution." The 
participants put forward the following suggestions: 


1. We must give scope to our strong points in terms of our climate, land 
and human harmony. Guangdong is the native land of our overseas Chinese. 
We must further strengthei. our relationship with our brethren, overseas 
Chinese and ethnic Chinese of foreign nationalities in Hong Kong and Macao; 
bring into full play their love for their country and their native land; 
and take advantage of the financial resources, manpower, intelligence and 
technologies they possess. 


2. While making use of foreign capital and importing advanced technologies, 
we should give full scope to our existing enterprises, concentrating our 
efforts on technological reform and technological exploration. In using 
foreign capital, there are now three changes: one is that foreign business- 
men, who formerly indulged in investing in projects such as hotels, cars 
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and commercial buildings, have now begun investing in establishing indus- 
trial enterprises; a second is that we ourselves have progressed from the 
simple processing of imported materials to joint adventures, compensatory 
trading and rental trading, etc.; and the third is that we have advanced 
from absorbing foreign capital from businessmen in the Hong Kong area to 
absorbing it from Western Europe and North America. We must make full use 
of these three changes to accelerate our technological reform. We also 
need to pay attention to giving scope to the oil fields in the South China 
Sea as our potential strong point. 


3. We must develop new industries, especially the knowledge-intensive, 
capital-intensive and labor-intensive electronics industry. Some comrades 
suggested that Guangdong must energetically develop the low-flow industries 
of modern science and technology, namely modern industries with the micro- 
computer as their core, in the “new technological revolution,” so as to 
make it possible for the strategy for our province's economic development 
to stand at the same starting line in the race along with the advanced 
capitalist countries. Only from an advanced starting point can we hope to 
catch up with them fast. Some were of the opinion that in Guangdong's 
economy we must combine the technology of electronics with our traditional 
products, take the technology of electronics as the key in the technical 
transformation of our enterprises, speed up the improvement and replacement 
of our products, try to jump over certain traditional stages of development 
and thereby accelerate the shortening of the gap between ourselves and the 
international advanced level of development. 


4. We must fully develop the multifunctional capability of Guangzhou as a 
core citv. The strong points and characteristics that Guangzhou has occupy 
an important spot and play an important role in the development of Guangdong 
Province's economy. Without Guangzhou becoming developed, the development 
of Guangdong’s economy would be difficult. 


5. The development of our science and technology must adapt to the future 
changes in our industrial structure and serve the new industries and the 
technological transformation. In Guangdong's scientific and technological 
organizational work, there is a need to establish four centers, that is, a 
traditional-industry scientific and technological transformation center, a 
new-industry technological exploration center, a scientific and 
technological-achievement transmission center and an industrial-enterprise 
scientific research and exploration center. 


6. We must, through accelerated capital circulation and turnover, improve 
our economic results and solve the problem of difficulties in raising capi- 
tal for the development of our new industries. Only by accelerated capital 
circulation and turnover can we achieve the results of investing less, 
yielding more and enhancing our amount of capital while restricting our 
amount of investment, and only thus can we improve our economic results and 
prepare the necessary capital for welcoming the challenge of the “new 
technological revolution." 
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FOREIGN TRADE 


BRIEFS 


SHENZHEN RECRUITING NATIONWIDE--The personnel department of Shenzhen 
Municipality recently decided to recruit various categories of high-class 
professional personnel nationwide this year to hold concurrent posts here 
in the Shenzhen special zone. This was a new experiment by the special 
zone in the reform of its personnel system and in the importation of vari- 
ous categories of professional talents. Those high-class professional 
talents in the various regions, for their part, may come forward to volun- 
teer their service by taking the initiative to contact the relevant units 
of Shenzhen; they may also get in touch with the recruiting units through 
introductions by their own units or acquaintances. The organizational and 
wage-payment relations of the recruits would remain with their original 
units, so they need not transfer their household. After approval by the 
personnel bureau, Shenzhen's recruiting units may consult with the recruits 
or their respective units on conditions such as tasks, living arrangements 
and remuneration and have contracts signed and then have the Shenzhen 
personnel bureau issue the invitations. [Text] [Guangzhou YANGCHENG WANBAO 
in Chinese 29 Jan 84 p 1] 9255 
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LABOR AND WAGES 


PROBLEMS CONCERNING LABOR RESOURCES rISCUSSED 


Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMIC PROBLEMS] in Chinese 
No 12, 20 Dec 83 pp 21-27 


[Article by Zhao Lukuan [6392 1462 1401] and Yao Yuqun [1202 5940 5028): 
"Some Problems Concerning China's Labor Resources" ] 


[Text] Research into labor resources is far more complicated than research 
into material resources for it involves the factors of population, economics, 
technology, education, environment, society, physiology, psychology and the 
like. This article presumes to explore this subject somewhat. 


Characteristics and Function of Labor Resources 


What are labor resources? This term simply refers to that portion of a 
country's population that the country commands and that is available for 
work, i.e., that may make up a society's entire working population. More 
specifically, labor resources then are the number of people in the country 
who are of working age, minus those who have lost their ability to work, 
plus those who are not yet of age or who are past the working age but who 
are working in society. The working age, according to Chinese law, is from 
16 to 60 years for men and from 16 to 55 for women. The portion of the 
population that makes up the labor force is greater than the portion that 
is of working age but smaller than the total popuiation. The reason that 
this portion of the population is called a “resource” is that it possesses 
the ability to engage in labor, constitutes a latent factor in society's 
production (which includes material production and labor production) and is 
a target of development. 


We can divide the labor force into two groups: one is a set labor supply, 
namely the population that is currently involved in social economic activity 
such as those employed; the other is not yet an actual labor supply, that 
is, those who do not yet participate in social and economic activity, as, 
for example, students in school who are of working age. 


The primary index for determining the size of the labor force is the labor 
resource rate, that is, the proportion of the laboring population to the 


total population (2ize of labor force) | In conditions where the rate of 
total population 
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labor production and the employment structure are set, then the higher the 
labor resource rate, which indicates then an increase of the viable amount 

of labor that may enter into the social production process, and the greater 
the national income created. On the other hand, the lower the labor resource 
rate, indicating that the viable amount of labor that can enter into the 
social process is also smaller, then the national income will also be less. 
The primary index for determining utilization conditions for labor resources 
is the rate of labor participation. 


employed + those awaiting employment (offi- 
cially registered) | 
working population 





Rate of labor participation = 


Labor resources include both quantity and quality. In the case of the labor 
force population we spoke of above, we were talking about quantity. Looked 
at from the aspect of the significance of the key elements in production, the 
labor force is the labor capacity held by the people who are laborers, includ- 
ing both physical and intellectual workers. The quality of a labor force is 
just the merger of people's physical condition and intellect. What we mean 
here by physical condition is a person's capacity for exertion, endurance 

and recovery. What we mean by intellect includes knowledge (basic educa- 
tional knowledge and specialized knowledge) and technical ability. To the 
individual worker, the quantity and quality of the labor force come together 
in the organism of his life. And the total quantity of the labor force in 
any country is simply the product of the quantity of the country's labor 
force population and the average quality of the labor force population 

(most importantly, the average level of education, technology, specializa- 
tion and physical condition). 


In comparison with material resources, labor resources have the following 
characteristics: 


First, the labor force exists through living human bodies, and it cannot be 
separated from the human organism. Man is an animal possessed with initia- 
tive, and the important characteristics that distinguish labor resources 
from material resources are in that it is a kind of resource possessed of 
subjective initiative. Because of this, it is both an object to be 
developed and a self-developing subject. Whether one is looking at it from 
the point of view of the individual laborer, or even from the point of view 
of the whole mass of a country's laborers, the situation is the same. The 
characteristic that labor resources possess in this decides the determining 
function of it toward social production. 


Second, for a human, there is a certain life span. For example, the average 
life span of the Peking anthropoid ape of Zhoukoudian was about 15 years and 
that of modern man is 60 or 70 years. But for a man who is a labor resource 
(the labor force population), his laboring period is somewhat less. On the 
basis of conditions in this country, that period is about 40 years, and for 
those who are engaged in work that is more hazardous to health, that period 
is only some 20 years. Because of this the development of labor resources 
has a very strong time factor and a continuity factor. If the laboring time 
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span is in error, or if the organic composition (the rational structure) 
among the various age groups is destroyed, this will cause the appearance 
of a dissolution phenomenon between the supply and demand of the labor 
force, which consequently will create great harm to the social economy. 


Third, the intellectual factor in labor resources increases daily and has 
become the principal standard by which to determine labor force quality. 

In the area of physical strength, there is not much difference between the 
strengths of different age groups nor between those of the same group. 
However, with regard to intellect, the differences between them can be 
great. The intellectual development of mankind is nearly limitless. That 
man is called "the cleverest of all creatures,"' that mankind is able to 
strengthen itself constantly, is basically due to this. It may be said that 
mankind's intellect is a resource that continues from generation to genera- 
tion and is unlimited, an “energy resource" that never runs out. This char- 
acteristic of labor resources enables man to promote more and more produc- 
tion materials, to expand more and more production areas and to select the 
developmental path most suited to himself, which is to say that he can con- 
tinually perfect himself. 


‘abor resources play a great role in social and economic life. This 
phenomenon appears primarily in the following areas: 


Firct, labor resources are a fundamental prerequisite that may not be 
absent from the structure of social production. We have already discussed 
this above. 


Second, the state of labor resources determines a country's productivity. 
The tools of labor are certainly an indication of the level of productivity, 
but the creation and use of tools are determined by people and are deter- 
mined by the quantity and quality of the labor resources. One of the 
important ways in which some countries form a double economic structure 

lies in the fact that the quality of labor resources is uneven, which is to 
say that a portion of the rather low-quality labor resources are unable to 
be matched with advanced production materials and cannot thus enter into 
technologically developed large enterprises. Instead, they can only surge 
into middle-size and smaller enterprises where the degree of technological 
equipment is low. At the same time it is hard to imagine that a great 
number of young awaiting work, who have a low education level and lack 
specialized abilities, will be able to be employed immediately in departments 
with "high-grade, precision and advanced" technological levels. 


Third, appropriate measures of labor resources are the requirements for the 
normal development of the social economy. If we were to say that population 
has a quickening or on-going effect on the degree of social development, 
then that which is the heart of the population--whether labor resources are 
at a moderate level, that is, whether the quantity and quality fit the 
resources of material production--has a determining function for social 
production. The binding condition between labor resources and material 
resources determines whether a social economy can be stable and can grow. 

If the labor force is too small, then of course it cannot satisfy the 
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demands of production. If the labor force is too numerous, then it exceeds 
the quantity that can be accepted by the production resources and will 
create a negative influence on economic development. When the quality of 
the labor force is low, it is of no help to production development.  Intel- 
lectual factors in labor resources are the important factors influencing 
the growth of the national economy, and intellectual investment has a more 
and more important significance. To a certain degree, the people's intel- 
lectual level indicates the level of mankind's knowledge and of the trans- 
formation of the objective world, and one may even say that it indicates 
the level of the development of mankind itself. 


Current State of China's Labor Resources and Prospects 


Judging from overall conditions, the current state of China's labor resources 
is "high in quantity, deficient in quality and very uneven in distribution." 
This state conditions the future prospects for China's labor resources. 
Below, we do a specific analysis of the current state and future prospects 

of China's labor resources. 


1. The High Number of Labor Resources 


The basic state of China's current labor resources is that the quantity is 

excessive and that it exceeds the number that can be accepted by production 
materials, which is to say that labor resources are at a relative surplus. 

This is manifeste: in three areas: 


First, a rather large number of youth in the cities and towns is unemployed. 
Toward the end of the 1970's we had a serious unemployment problem in the 
cities and towns. Through various measures adopted by concerned departments, 
many different paths were opened to employment, and from 1977 through 1982 
those newly prepared for employment reached more than 43 million. This 
problem has already been taken care of. However, the employment heights 
created by the peak produced by the population during the 10 years beginning 
in 1963 has not yet passed; in recent years there have been each year 5 to 6 
million youths from cities and towns needing employment, and this trend will 
continue for several years. Only in the 1990's will it begin to alleviate. 


In this regard, we must have a sober understanding. 


Second, there is a surplus of people working in the cities and towns. The 
all-inclusive labor system that we have had in practice for a long time, 

as well as the policy of "low wages, high employment," has caused the 
number of personnel in city and town enterprises and institutions to be 
excessive. Following up on "five people eating the food of three" was the 
situation of "five people doing the work of three." In reality this signi- 
fies an invisible surplus of the unemployed in the cities and towns and 
shows that enterprises and institutions are overstaffed and that labor 
efficiency is low. According to estimates, the number of surplus people 

in our industries amounts to approximately one-third of industrial workers 
and staff. If one then figures on the basis of this proportion, of China's 
current 120 million workers and staff, 40 million are excess workers. In 
the past, in order to arrange employment for a large number of people, we 
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had no choice but to lower the rate of production for the whole society as 
a price. This sort of methodology is not without a certain logic, but it 
is certainly a way of taking stopgap measures where the pressure of surplus 
labor is transferred from society to the enterprises and institutions. 


Third, there is a serious labor surplus in the countryside. There are more 
than 300 million in our agricultural work force, accounting for approximately 
three-fourths of the total work force in the society. In the area of the 
food production by China's 300 million farmers, it collectively reflects 
China's undeveloped economic structure and the relatively low level of 
economic development. According to estimates, our surplus agricultural 
labor constitutes over one-third of the total agricultural labor force, 

that is, approximately 100 million in excess. The excess portion of the 
agricultural labor force basically belongs to the category of latent sur- 
plus. With the expansion of the specialized contract responsibility system 
in the countryside, this has on the one hand spurred on the depth and scope 
of development, but on the other hand it has also made even more apparent 
the phenomenon of surplus agricultural labor, and the size of the agricul- 
tural labor force is still increasing. By century's end it will reach 400 
million. With the improvement of agricultural labor production proficiency, 
this will release a great part of that labor, and the demand will be trans- 
ferred to the industrial and service industries. 


In sum, the state of relative surplus in the labor force of our cities and 
towns and in the countryside cannot be fundamentally alleviated within the 
space of some 10 years. 


2. Quality Deficiencies in Labor Resources 


Our labor force still has problems because of deficient quality which 
further intensifies the seriousness of the pressure for "high quantity." 
That the quality of the labor force is deficient is primarily evident in 
the aspects of the laboring population's physical condition, educational 
level, specialized knowledge and technical abilities. 


Hygiene, health care and foodstuff nutrition are the primary factors 
influencing the physical condition of laborers. At present congenital and 
hereditary illnesses are rather serious in China and hold an important 
place in the rate of pediatric sicknesses. What is more, they are on the 
rise. In the statistics for Shanghai's No 1 Maternity Health Care Clinic, 
the rate of abnormalities in children at birth was 16.9 percent from 1961 
to 1977 and increased to 33.3 percent in 1980. It is estimated that more 
than 6 to 7 million children under 14 are suffering from congenital dis- 
eases. The infants and young children at present will become the labor 
resources of the end of this century, and the various current congenital 
and hereditary diseases will have a great influence on these resources. 
The average nutritional level of the Chinese people is relatively low, 

the level of expenditure for various foodstuffs is rather low and the level 
of expenditure for meat and dairy products rich in protein is even lower. 
Health care in the towns and villages, all of which will influence the 
physical condition of current and future laborers, is still not developed. 
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In 1980, among the 235,900 high school examination candidates undergoing 
physicals, the number of those who could not enter examinations at some 
particular technical high school because of illness or physical defect 
reached 157,000, or 6.74 percent. From this one can see the situation in 
our country where the physical condition of the labor force is deficient. 


In today's world the educational level of the laboring population is one 

of the most important standards by which to judge the quality of the labor 
force. In 1979, based on a survey of 20.76 million staff and workers, 2.9 
percent had a college education. The ratio of those having high school or 
special technical school education was 15.2 percent, and the ratio of those 
with a middle school education was 39 percent. The percentage of those with 
only an elementary school education was 30.6, while 7.9 percent were 
illiterate or semiliterate. According to materials from the 1982 census, 

in the population of those 12 years and older, illiterates and semi- 
literates numbered more than 236 million people. Among the young and middle- 
aged farmers of the whole country, illiterates and semiliterates constituted 
about 30 to 40 percent. The conditions we have just discussed do not fit 
well with the task of China's four modernizations. 


Directly connected with a low educational level is a correspondingly low 
technical and specialized level among staff and workers, and this is the 
most obvious deficiency in the quality of our labor resources. 


3. The Distribution of Labor Resources Is Very Uneven 


The unevenness of the distribution of labor resources includes unevenness 
within areas, towns and villages, departments and employing units. 


The problem of the uneven distribution of labor resources within areas is 
the most obvious. If we divide the country into the two large areas of the 
southeast and northwest regions, then the area of the southeast, which has 
approximately half the total area of the country, possesses 96 percent of 
China's population, and the corresponding labor resources are also over 90 
percent. The vacant northwest, with its expansive grass and pasture lands 
and its rich mineral resources, has only 4 percent of the total population 
and correspondingly has only a small percentage of the labor force. 


Three-fourths of the laboring population is in the countryside with not 
quite one-fourth in the cities and towns. The rural population and the 
rural labor resources are correspondingly excessive, which is a reflection 
of a low level of productivity and a backward economic structure. 


The proportion of the distribution of a country's laboring population in 
various industries constitutes that country's employment structure. The 
basic condition of China's employment structure is that the agricultural 
portion is great (at 72 percent) but its efficiency is low. More than 

300 million laborers are engaged in agriculture, but the grain output 
still cannot fully satisfy the need and every year we must spend our 
foreign currency to buy grain and other agricultural products on the 
international market. From the standpoint of numbers, the industrial work 
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force is not small, but it is uneven, with light industry, energy resource 
industries and the communications and transportation industries urgently 
awaiting development and needing to absorb a portion of the labor force 
resources. In general the proportion of service industries is too small, 
and among them commerce, the catering trades, services industries, culture 
and education, health care and scientific research activities ought to 
undergo a corresponding development, and especially so education, science 
and technology, which must be increasingly developed. 


The distribution of labor resources among different units is uneven, which 
appears in the area not only of quantity but also of quality. The 
phenomenon of "five extra, five short" existing in the distribution of high- 
quality labor (high-level technicians, technical personnel, scientific 
researchers, management personnel and academic specialists, etc.) is 
excessive in the central units and deficient in the regional units, exces- 
sive in the military technician units and deficient in the civilian units, 
excessive in the heavy industry units and deficient in the light industry 
units, excessive in the national units and deficient in the collective 
units and excessive in the established units and deficient in the new units. 
Looking at the inner workings of a unit, we see even more the phenomenon of 
noncoordination in the specialist structure of the labor force, in the 
intellectual structure and in the age structure. 


A Few Problems of Policy Regarding Development and Utilization of China's 
Labor Resources 


At the 12th Party Congress, the grand mission to be undertaken from now 
until the end of this century--the quadrupling of the gross output value of 
industry and agriculture--was brought up. Possession of the corresponding 
conditions for material production and the conditions for personal produc- 
tion is a necessary prerequisite for the realization of this mission. As we 
said above, our present labor resources have the characteristics of a rela- 
tive surplus in quantity, a rather low average quality and an unequal 
distribution. Facing up to this reality, how ought we to develop and 
utilize our labor resources in order to suit future development demands? 
Below, we discuss a few policy questions concerning this. 


First, in order to give full rein to the superiority of abundant numbers 
in our labor force, at the same time that we ought to develop industries 
where materialized labor is concentrated, we should to the best of our 
abilities develop industries where live labor is concentrated. 


What we mean by an industry with concentrated live labor is an industry 
where in the value structure of its output the proportion of live labor is 
higher than the average level in society and where the proportion of 
materialized labor is lower than the average in ociety. Some comrades 
fee] that industries where the proportion of live labor in the commodity 
cost structure is higher than the average level in society are those 
industries with a high concentration of live labor. We believe that the 
method of cost structure distinction is not yet appropriate. Between cost 
structure (C + V) and price structure (C + V + M), there is a rather great 
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difference, and for the conditions of China, where wage costs are rather low, 
this difference is quite large. Therefore, the method of price structure 
distinction is more logical. 


As for approving the method of developing concentrated live-labor industries 
to expand employment, some comrades have expressed the opinion that it does 
not fit with the conclusion of Lenin, who said: "The labor productivity 
rate is the most important and most essential thing in fundamentally ensuring 
the victory of the new society." ("Lenin's Selected Works," Vol 4, p 16) 
They say that the method we propose would lead to a lowering of the social 
output 
live-labor consumption 
It is our feeling that this is a view stemming just from a book and does not 
take into consideration the national situation. To be sure, Lenin's above- 
mentioned conclusion is absolutely correct. However, we cannot reason 
through simplification and being too strict, and we cannot proceed indis- 
criminately without looking at the objective reality. What Lenin is talking 
about in that sentence refers to the basic task for the entire historical 
period of socialism and not to the particular task for a particular period 
after the proletariat has tak .n over political authority. Russia after the 
October Revolution certainly did not have the problem of surplus labor, and 
Lenin himself did not address the problem of what socialist countries ought 
to do in the situation of having relative labor surpluses. And since it is 
this way, by what reason should we demand that Lenin answer this kind of 
actual problem that is of such special and important significance to China? 





labor production rate ( ) and is therefore unacceptable. 


What needs to be pointed out is that for developing industries with a con- 
centration of live labor we must certainly take into consideration the 
macroscopic view of the benefits to the national economy. Of the "five small 
industries" that we touted in the past, some were beneficial to the develop- 
ment of the social economy, and some did not compensate for the losses, 
wasted scarce resources and harmed interests as a whole. One can see that 
the questions of what concentrated live-labor industries to develop, in 

what area to do so, how much to develop etc., must all have full techno- 
logical and economic demonstrations. In this regard, concerned departments 
ought to provide information in a timely manner and should come up with 
concrete guidance. 


Service industries where labor is primary also belong to the category of 
concentrated-labor industries. In our situation where labor is a relative 
surplus, to develop more of the service industries that society needs would 
suitably increase the amount of live labor from service industries put into 
production and would be of great benefit. However, economically backward 
developing countries in the process of economic modernization always 
experience the phenomenon of an excessive swelling of the people employed 
in the service industries. At present, with us in the process of adjusting 
the production structure, we certainly want to increase properly the 
employed population in the service industries, but we also want to be aware 
and guard against creating the phenomenon of an excessive rise in the num- 
ber of people employed in the service industries. As for the number of 
those employed in service industries, concerned departments ought to draw up 
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regulations that suit technological and economic development, and plans for 
China's national situation, in order to guide the development of the service 
industries. 


Second, we should energetically develop educational undertakings, greatly 
increase educational investment and strive to enable China to achieve a 
great improvemeat in the level of education, technology and specialization 
for its staff and workers within a period of time that is not too long. 


Technology is the key to economic modernization, and education is the basis 
of economic modernization. And it is just that low level of educational 
development that is the greatest obstacle to China's economic moderniza- 
tion. One of the primary reasons leading to the tardy development of 
China's education has been that expenditures for education have not been 
sufficient. This problem has already reached the point where it must be 
solved. 


Going along with the rapid development of science and technology, the finan- 
cial and technological structure of the enterprises must have a corresponding 
transformation, that is, the proportion of materialized-labor expenditure 

as a part of the output value must increase daily, and the proportion of 
expenditures for live labor must similarly decrease. Under these condi- 
tions, if the level of education, technology and specialization for laborers 
does not improve correspondingly, then investment results and economic 
results will rapidly decline. On the other hand, if the educational, tech- 
nological and specialized levels of workers achieve a corresponding 
increase, then investment and economic results will greatly improve. The 
foreign "manpower capital" theory, which sees manpower investment as a 
primary factor in economic growth, also sees educational investment as one 
of the important components of manpower investment, and this is quite 
reasonable. As Comrade Tao Zaipu [7118 0961 2613] has estimated, the 
average rate of fixed assets held by the Chinese people as a whole for 
industrial workers and staff increased from 1,900 yuan in 1952 to 7,700 yuan 
in 1980, a three-fold increase. However,the average educational level of 
those same people only went from 8 years to 8 years 2 months, an increase 

of only 2.5 percent. The imbalance in these two comparisons caused the 
output provided by each 100 yuan of fixed assets to drop 13.5 percent in 
comparison to 1952. If the average educational level of staff and workers 
over the whole country rises from the current 8 years 2 months to 10 or ll 
years by the year 2000, then the gross output value of China's industry and 
agriculture wili reach, respectively, 360 million yuan or 470 million yuan, 
greatly surpassing the 280-million-yuan scheduled geal. (See for reference 
the WORLD ECONOMIC HERALD, 30 May 1983.) 


Establishing a reasonable educational structure is a necessary condition for 
effectively giving full play to education's economic function. Middle and 
elementary schools are the basis upon which manpower is developed; thus 
specialized education (including middle-level and high-level technical 
education) is the key to manpower development. Based on the spirit of 
“summing up the past, taking a stand in the present and looking toward the 
future," we feel that before the year 2000 elementary education should be 
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universal in the countryside, middle-school education should be universal 
throughout the cities and towns and certain cities and towns with better 
requirements may have universal high school education. Then, at the proper 
time, we can promote a compulsory education system. In order to suit the 
requirements of economic construction, we need to develop middle-level 
technical education greatly and enable it to constitute more than half of 
the proportion of middle-level education. We ought also to consider allow- 
ing middle-level technical school graduates to participate in high school 
examinations. In addition to this, we ought to develop fully the strength 
of the teachers and equipment in our present high-level institutions and 
increase the number of students as well as to invest in the construction 

of some new institutions to train great numbers of specialized personnel 
urgently needed by the state in economic management, law, etc. Finally, 

we need to adopt practical and effective measures to undertake the training 
of present staff and workers and to improve their educational, technological 
and specialized levels. 


Third, in order to enable effectively to link up labor resources with 
material resources quantitatively and qualitatively, we ought to promote a 
policy of reasonable mobility of labor forces, especially for qualified 
personnel, and even more to allow this to be confirmed in labor laws. 
Promoting a policy of reasonable mobility of the labor force and of quali- 
fied personnel would surely produce a positive influence on China's four 
modernizations. 


Labor force mobility primarily includes the following areas: 


1. Mobility between units. This chiefly refers to the mobility of the city 
and town labor forces between units. This kind of mobility would be of use 
for making up deficiencies from other area's surpluses and would also be of 
benefit to the workers in choosing professions under the direction of 
national planning. The mobility of qualified personnel signifies on the 

one hand an improvement in the utilization rate of qualified personnel, thus 
an economy of numbers, and on the other hand, it also signifies an improve- 
ment in the employment efficiency of quaiified personnel, which is to say 
that the mobilization of qualified personnel itself would produce greater 
productivity. It would seem that the well-organized reasonable mobility of 
qualified personnel would be an effective measure to solve China's serious 
problem of being short of qualified people and yet wasting them as well. 
Aside from this, we might consider establishing a method whereby each 
employing unit would be assessed a "qualified personnel possession tax," 
which from the angle of economic benefit would urge each unit to be 
economical in using various kinds of specialized personnel and would over- 
come the bittersweet phenomenon of "five extra, five short" as well as 
ensure that our valuable resource of qualified personnel would not be 
wasted. 


2. Mobility between areas. This refers primarily to the mobility of the 
labor force and qualified personnel from the southeast to the northwest. 

The latent economic capacity for development in the northwest is very great, 
and this area will become a very important base for China's future 
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development. From now on, we ought to collect funds, train talented person- 
nel, prepare the labor force and quickly outfit to a certain scale the 
necessary labor force with equipment necessary for developing the great 
northwest. In order to effect this goal, we must adopt various effective 
economic and other measures and attract from the southeast a large group 

of recently matured laborers and an appropriate number of high-quality 
workers to go to the northwest and take up construction. In this concern, 
and in addition to encouraging demobilized specialist servicemen, graduates 
of colleges and of middle schools and technical personnel to go to the 
northwest to work, we should encourage farmers from the southeast to 
immigrate to the countryside of the northwest. 


3. Mobility between towns and villages. There is a great difference in our 
country between towns and villages, which is to say that the level of the 
development of the economy and education and the quality of life are all 
obviously higher in the cities than in the countryside. This kind of 
difference naturally creates a strong economic attraction, enticing the 
rural labor force to flow spontaneously into the cities. The facts are 
these. Since the establishment of the PRC, even under the restrictions of 
the permanent residence [registration] system and other measures for con- 
trol, the rural population still manages to flow into the cities at a rate 
of about 1 million a year (chief among them are laborers). We can see that 
the basic method for relieving the pressure on the cities by the rural popu- 
lation is to increase greatly the development of the town and village 
economies, the educational system and especially the economy and educa- 
tional system of the countryside and the small towns. Adopting various 
industrial sidelines and multifaceted methods of management and concen- 
trating on locally using the surplus labor force in the countryside and 
market towns are important ways to solve the problem of the current rela- 
tive surplus of agricultural labor. 


4. Mobilization within the countryside. In the areas of the level of 
economic development, natural and climatic conditions and population densicy, 
there are great differences within China's vast countryside. Because of 
this, the reward obtained for the same amount of labor in different areas 
differs greatly. As long as this extremity of difference in income exists, 
mobility between areas of the countryside cannot be avoided. For example, 
the peasants in China's Shandong, Henan and Hebei have the saying, "brave 
the journey to the northeast" [that is, to eke out an existence]. The chief 
material of agricultural production is land. The land in our countryside 
belongs to units in the collective system for their use in perpetuity. 
Therefore, the units occupying the most and best land are situated in 
advantageous situations and in general are not willing to accept immigrants 
from outside. Units that occupy relatively little and poorer lands are in a 
disadvante z,eous position. We can see that solving this predicament through 
land policies, immigrant policies and taxation policies would allow those 
peasants in areas where the land is poor and earnings are rather low to move 
to areas where the land is better and earnings are higher. 


In sum, in order to suit the characteristics of China's labor resources and 
to develop and utilize these rich resources effectively, we ought to make 
adjustments in policy and to enable the supply and demand of social labor 
forces to move toward equality not only in quantity but also structurally. 
This would have great significance for the task of China's modernization. 
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GENERAL 


LIAONING GOVERNMENT MEETING ON ECONOMIC WORK 
Shenyang SHICHANG ZHOUBAO in Chinese 31 Jan 84 p 1 


[Article by Fan Chuanxi [5400 0278 0823] and Ma Fengbao [7456 7364 1405]: 
"Create a New Situation in Liaoning's Economic Construction in Party 
Consolidation" ] 


[Text] The Liaoning Provincial Government called a plenum for 22 January. 
The governor, deputy governors, advisers and principal responsible comrades 
of various committees, offices and bureaus attended the plenum. In the 
spirit of party consolidation, Governor Quan Shuren [0356 2885 0088] con- 
scientiously summed up work in 1983 and made suggestions for arrangements 
for work in the first half of this year. 


In summing up the government's work in 1983, comrade Quan Shuren said: 

"In 1983, under the correct leadership of the CPC Central Committee, the 
State Council and the provincial CPC committee and guided by the spirit 

of the 12th CPC Congress, the broad masses of cadres and people made 
concerted efforts, worked hard and made new progress in building the 
socialist material and spiritual civilizations. The political and economic 
situations in Liaoning Province were very good. Economic work had new 
breakthroughs. Finance and revenue work ended a 3-year decline Urban 
and rural markets were more prosperous than at any time since the PRC's 
founding. Scientific, educationa, cultural and public health under- 
takings further developed. Social practice and public security made an 
obvious .urn for the better. All fronts scored outstanding achievements. 
All this initiated a new situation in the economic construction of Liaoning 
Province." While affirming these achievements, comrade Quan Shuren also 
noted the problems in work. 


Comrade Quan Shuren set forth 10 tasks fer the provincial government in 
the first half of 1984. In economic work, attention should be paid to 
the following six tasks: 


1. Conscientiously implement the guidelines of the National Rural Work 
Conference, genuinely do a good job in agricultural production and strive 
to reap an overall bumper harvest. We should further stabilize and improve 
the household responsibility system that awards contracts according to out- 
put to accelerate commodity production in the rural areas. We should seize 
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the opportune time to attend to spring plowing, do a good job in supplying 
the means of production to rural areas, popularize the experience of scien- 
tific farming, organize people to plant trees and grass in the spring, pay 
attention to combating spring drought and ensure that we can win this battle 
of spring plowing and reap a bumper harvest this year. 


2. Strive to increase economic results and the growth rate simultaneously 
with the emphasis on the former, increase financial revenue and organize 
economic work well. Beginning this year, we should vigorously work to 
increase revenue, reduce deficits and increase profits, ensure that all 
targets and measures are assigned to the grassroots level, irplement 
responsibility systems at all levels and carry out monthly inspections. 
With work quality guaranteed, we should accelerate enterprise consolidation 
and strive to complete the consolidation of all enterprise-leading bodies 
in the first half of this year. We should further sum up and popularize 
modern, scientific management methods to improve the managerial level of 
enterprises. 


3. Pay attention to technical transformation and technological improvement 
in enterprises. We should formulate rational plans for carrying out tech- 
nical transformations of different industries and products and implement 
responsibility systems to guarantee the completion of all technical trans- 
formation projects scheduled for this year. We should pay attention to 

the technology transfer of major industries, cities and localities and 
popularize the utilization of miniaturized machinery. 


4. Continuously do a good job in the reform of the economic management 
system. We should attend to the preparation work for carrying out the 
second step in substituting taxes for profit delivery. We should make a 
success of the reform of the commercial circulating system, solve new 
problems cropping up between industry and commerce and between agriculture 
and commerce and further sum up the experiences of citites administering 
counties. 


5. Guarantee major construction projects and exercise strict control over 
the scale of capital construction. We should organize people to conduct 

a thorough investigation of key state projects and large and medium-size 
projects under construction so as to discover and solve problems in a timely 
manner. We should continue to exercise strict control over extrabudgetary 
projects, forbid surpassing state targets for capital construction projects 
with self-pooled funds and firmly prevent a recurrence of such malpractices 
as unauthorized price increases and illegal apportionments of expenses. 


6. Make proper arrangements for markets and the people's livelihood. In- 
dustrial and commercial departments should strengthen market investigations 
and forecasts and do a good job in organizing market supplies. Industrial 
enterprises should work hard to produce readily marketable products. 
Commercial departments should actively locate sources of goods, promote 

the sales of commodities made in our province, make proper arrangements for 
supplying nonstaple foodstuffs to urban areas and do a good job in trans- 
porting manufactured goods to rural areas. Efforts should be made to 
strengthen price control, conduct general price inspections and carry out 

a widespread movement to stress honest “prices and measurement." 
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ECONOMIC PLANNING COUNCIL ISSUES QUARTERLY REPORT 
OW120249 Taipei CNA in English 0232 GMT 12 Apr 84 


[Text] Taipei, 12 Apr (CNA)--The Council for Economic Planning and Develop- 
ment said Wednesday that in the first quarter of 1984, the nation's unemploy- 
ment and inflation rates were still very low while the exports and industrial 
production grew rapidly as compared with major nations in the world. 





According to a report by the council, the nation's exports in March totaled 
U.S. dollars 2.47 billion, up 38.7 percent from the same period of last year, 
while imports declined by 4.5 percent to U.S. dollars 1.77 billion. 


Compared with the corresponding period last year, the nation's exports in 
the first quarter grew by 34.1 percent to U.S. dollars 6.73 billion while 
the imports showed an increase of 11.4 percent to U.S. dollars 5.04 billion. 


By category, electrical and electronic products still remained the nation's 
largest export items, totaling U.S. dollars 1.36 billion in the first quarter, 
up 51 percent from the same period last year. 


Textile products remained the second with total export values exceeding U.S. 
dollars 1.2 billion, showing an increase of 37.1 percent. 


As to import items, steel products registered the largest increase of /0.8 
percent due to the strong domestic demand in recent months. 


The U.S. was the nation's largest customer, importing U.S. dollars 3.21 
billion o€ the nation's products in the first quarter 56.6 percent more than 
a year earlier. The exports to Japan increased by 44.9 percent to U.S. dol- 
lars 760 million, making Japan the second largest importer of the nation's 
products. 





On the monetary situation, the report says the nation maintained the money 
supply at an annual growth rate of 14.4 percent. As the result of tightened 
control of the money supply, the nation's savings increased by 28.7 percent 
during the last year. 


With regard to government revenues the report indicates that as of the end of 
March, the government had collected NT dollars 3.18 from taxes. In other 
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words, 97 percent of the government"s budgeted goal for fiscal 1984 had 
been accomplished. 


Wholesale prices in the first quarter grew slightly by 0.48 percent from 
last year while the consumer prices declined by 0.12 percent during the same 
period, the report says, indicating the nation's commodity prices remained 
very stable. 


CSO: 4020/106 
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FIGURES RELEASED ON DECLINE IN ROK TRADE 
OWL40557 Taipei CNA in English 0246 GMT 14 Apr 84 


[Text] Taipei, 14 Apr (CNA)--Two-way trade between the Republic of China 
[ROC] and South Korea declined last year and thi’ nation reversed the situa- 
tion of an unfavorable trade balance with the ROK by reducing imports of 
steel products from that country, a specialist with the Council for Economic 
Planning and Development [CEPD] said Friday. 


The specialists said that the trade relatious betweenthis nation and South 
Koreacan hardly compare with those between this nation and the United States 
and Japan. Trade volume between the two countries has grown slowly over the 
years. As a matter of fact, South Korea has been a major competitor of the 

ROC in international markets because of the similarity of the export industries 
of the two countries. 


Statistics compiled by the CEPD indicate that in 1983 the Sino-Korean trade 
figure registered at almost U.S. dollars 410 million, down 15.1 percent from 
the preceding year. The ROC exported U.S. dollars 233 million worth of prod- 
ucts to South Korea, while imports from that country totaled U.S. dollars 

117 million. For the first time in many years this nation enjoyed a surplus 
amouting to U.S. dollars 56 million in its trade with South Korea in 1983. 


The CEPD specialists attributed the favorable trade balance to the sufficient 
domestic supply of steel products put out by the China Steel Corp. This nation 
used to import large volumes of steel products from the ROK. In addition, 

the government has tightened control over imports from there. 


The specialist also said that contrary to the reception of many that this 
nation has imported large volumes of ginseng from South Koreaevery year, the 
ROC's ginseng imports from South Korea amounted to less than U.S. dollars 
320,000 last year, of which processing ginseng represented slightly over 

3 percent of South Korea's overall processed ginseng exports, and raw gin- 
seng, a more insignificant 1.3 percent. 
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